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United  States  exports  of  farm  products  have  been 

ADVERSELY  AFFECTED  BY  THE  EUROPEAN  WaR,  BUT  EXPORTS  OF 
INDUSTRIAL  COMMODITIES   HAVE  BEEN  INCREASED. 
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:  19^1  Oatlock  Issae  :  I 

:  This  :.s:?iie  con-^ains  the  Burec^u^r,  complete  : 

:  19^1  outlook  reports  for  dOF.estic  and  foreign  : 

:  demand,  prices  and  farm  income  ("beginning  on  : 

;  page  12).    The  coranodlt;^'  reviews  summarize  : 

!  "both  the  current  and  the  longeJVtime  outlook*  : 

Outlook  for  the  reiaciinder  of  19^.^0 

Improvciient  in  general  "business  conditions  and  consumer  purchasing 
po?/cr,  which  have  "been  reculting  in  an  incrnase  in  the  domestic  demand  for 
farm  prolucts  in  recent  i.ionths,  is  continuing.    There  may  be  some  further 
gains  in  industrial  activity  "by  the  end  of  the  j^ear.     Tlie  improvement  which 
has  occurred  since  April  is  reflected  in  increased  employment  and  industrial  j 
workers'  incomes.    Tlie  defense  pro^.Tam  and  the  large  volrme  of  industrial 
exports  are  the  principal  factors  of  strength  in  the  situation,  furnishing 
a  huge  backlog  of  industrial  orders. 

Tlicre  has  been  some  further  decrease  in  exjiorts  of  farm  products,  but 
these  exnorts  have  been  so  small  in  recent  months  that  additional  declines 
are  relatively  uPxinport ant.     Consequently'-,  the  improvement  in  domestic  demand 
has  been  accompanied  by  a  general  strengthening  in  farm  prices.    The  advance 
in  wholesale  prices  of  domestically  produced  commodities  since  August  has 
been  only  moderate,  with  the  largest  gains  in  prices  of  industricil  raw  materi- 
als and  agricultural  products. 

With  cotton  marketings  now  increasing  from  a  sIoit  start  this  season, 
with  increased  G-ovnrnmont  loans  on  wheat,  and  with  a  slight  adv.ance  in  the 
general  level  of  farm  prices  in  October  it  is  probable  that  income  from  farm 
marketings  will  m,'il<:e  somewhat  more  than  the  usual  seasonal  gain. 


Outlook  for  12 '41 

Domestic  conEramcr  denand  for  farm  products  in  the  United  States 
pro"ba"bly  vail  bo  considerably  "better  in  l^hl  than  on  the  average  in  I9U0. 
Industrial  activity  is  expected  to  he  materially  higher,   influenced  hy  the 
enlarged  defense  progrcun  and  a  heavy  volume  of  industrial  exports.  Production, 
in  nest  important  industries  has  increased  during  19^0,  and  the  high  level 
of  activity  roaclied  in  the  latter  part  of  tliis  year  should  he  generally  mainr- 
tained  in  19^^1,  ^d  in  some  industries  will  he  increased,^  Snployment,  in- 
dustrial pay  rolls,  and  incomes  of  nonagri cultural  consumers  in  general,  are 
expected  to  he  higher  in  19^1»     The  resulting  improved  conoumcr  demand  will 
affect  particularly  those  products  whicli  are  sold  aliiost  entirely  in  do- 
mestic markets,  including  moats,  dairy  and  poultry  products,   some  fruits, 
and  vegctahles. 

Export  demand  for  United  States  farm  products,  on  the  other  hand,  is 
likely  to  he  even  worse  in  19^1  than  it  was  in  19^0^     Continental  European 
markets  now  are  almost  entirely  shut  off,     British  im-tiort  rer-trictions  on 
sone  commodities  have  hcen  increased  over  those  prevailing  in  the  first  part 
of  19^.     Cotton  exports  are  expected  to  he  quite  snail  in  19^0-Ul  compared 
with  the  previous  marketing  year,    TTorld  supplies  of  v/heat  continue  la..rgo, 
and  G-reat  Britain  can  obtain  all  of  her  needed  sup]plies  from,  the  Dominions. 
Exports  of  a  few  commodities,  such  as  dairy  products,  may  be  somev/hat  Icirger 
in  19^;-!  than  in  I3U0,  hut  this  is  not  likely  to  offset  the  losses  applying 
to  other  com:iodities.    The  outlook  for  exports  r.if^it  be  bettor  if  tlie  war 
in  Europe  wore  trmina.ted,  although  even  in  that  event  many  conditions  would 
remain  vinfr.vorable. 

The  generaJ.  level  of  wholesale  prices  in  the  United  States  is  expected 
to  average  materia.lly  higher  in  19^1  than  in  19'^[0.    The  forces  affecting  prices 
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will  iDe  conflicting  to  an  unu^aal  extent.    Prices  of  farm  products  sold 
in  the  domeGtic  market  vzill  incres.se  in  response  to  improvement  in  consumer 
dein.?nd,  "but  -unf av-ora"ble  foreign  conditions  will  continue  to  affect  adversely 
the  denand  for  some  other  agricultural  commodities,  prices  of  which  are  now 
"being  ^.ppcrted  "by  loan  and  s'ahsidy  programs.    The  defense  program  irill 
greatlv  increase  the  demand  for  certain  ra^r  materials  and  semi-finished. prod- 
ucts, and  for  sld.lled  and  semi-skilled-  lahor.     This  nay  result  in  a  general 
increase  in  costs  or^d  prices  in  a  numher  of  industries  not  directly  affected 
"by  the  d^efense  program.     The  situation  is  different  in  many  respects  from  .| 
that  T7hich  ootained  daring  the  vTorld  Tfar,  however,  vTith  supplies  of  materials 
and  lahcr,  djicl  plant  capacities,  apparently  s^afficient  to  prevent  any  runamy 
price  increases. 

Cash  income  from  farm  marketings  is  e:cpccted  to  he  higher  in  19^-11  than 
in  19^40  oecause  of  the  protective  increases  in  -oricos  of  seme  fa^in  products, 
"but  this  increase  in  cash  income  mil  "be  partly''  offset  "by  higher  production 
costs.     Ihe  increases  in  cash  income  from  livestock  and  livestock  products  is 
expected  to  he  more  pronounced  than  the  increase  in  income  from,  crops.  The 
trends  in  farm  prices  a^d  incomes  are  expected  to  "be  similar,   since  agri— 
cultura,l  production  prohably  Trill  "be  ah  out  the  some  as  or  only  slightly  small*^ 
er  than  in  19^» 

Improvement  in  conditions  affecting  the  domestic  dempjid  for  farm 
products  is  continuing  a.s  the  d.efense  program  develops.     Accompanying  the 
moderate  recent  gains  in  ind.ustrial  acti-m.ty  have  heen  significant  increases 
in  industrial  emp-lo^y-ncnt  and  pay  rolls.    Militarj-^  emplo^.Tient  "jid  pay  rolls 
also  are  cxpcnddng  rs^idlj'',  an.d  hy  the  year  aad  pro"baDly  vrill  "be  twice  as 
large  as  in  Jujie. 

Funds  authorized  or  appropriated  for  defense  purposes  now  total  nearly 
17  hillion  dollars  and  contracts  have  already  heen  placed  for  a"bout  half  of 
this  onovxit.     The  plant  expansion  necessary  for  filling  som.e  of  these  orders, 
as  well  as  increased  operations  in  existing  plcjits,  and  the  gonerpl  stimulp.tion 


to  industry  and  trade  which  these  activities  entail,  practically  ass^J-re  a 
high  level  of  activity  for  an  extended  period,  particularly  if  the  rar  in 
Europe  continues. 

Industrial  production  this  month  prohably  will  ahout  duplica.te  the 
record  high  reached  last  Decenher  and  possible  further  gamins  in  the  near 
future  will  be  limited  by  the  ina,bility  of  some  of  the  most  favored  in- 
dustries to  produce  a-t  a  materially  faster  rate  than  at  present  "Uuitil  capaci- 
ties are  increased,  and  perhaps  to  a.  lesser  extent  by  the  large  inventories 
of  some  products.     Steel  m.ills,-  for  instance,  have  been  operating  at  or  a-bove 
90  percent  of  estimated  capacity  since  July  and  although  order  backlogs  have 
continued  to  increase  the  rate  of  opera„tion  hsts  been  almost  stationary?-  for 
several  weeks,   suggesting  both  the  praxtical    difficulties  of  f-arther  signifi— 
caJit  incroa.ses  in  output  and  that  there  is  little  pressure  for  early  delivery 
of  some  orders  recently  placed,     A  considerable  amount  of  the  steel  produced 
during  the  pa.st  b  m.onths,  a^d  now  on  order,  is  for  additions  to  stocks.  Re- 
covery in  ajatom.obile  production  from  the  period  of  low  output  incident  to  in- 
troduction of  19^1  models  has  carried  the  outttim  abo"e  110,000  units  a  week  - 
a.  rate  which  will  result  in  a  rapid  b"ailding  up  of  dealer  stocks. 

Additional  exrjnples  of  im.portan.t  industries  in  which  operations  are  a.t 
or  near  record  levels  are  machinery^,   cotton  textiles,   cheraicals,  and  manu- 
factured foods.    'These  h  industries,  together  with  iron  and  steel  and  auto- 
mobiles, acco^ant  for  about  half  of  the  total  weights  -assigned  to  the  various 
industries  in  the  Federal  Reserve  index  of  industria.,1  production.  Operations 
in  some  other  industries  of  relatively  sma.ll  im.portance  such  as  adrcraft  ajid 
shipbuilding  also  are  a.t  record  levels.     v7ith  operations  in  s-ach  a  la.rge 
segment  of  indiistry  entering  or  approaching  uncharted  ground  it  is  logicatl 
to  e:q)ect  that  further  gains  in  general  industrial  activity  v/ill  bo  less 
spectacular  than  the  recoveries  from  lower  levels  in  recent  ^"ears,  despite 
the  stimulant ing  effects  of  the  defense  program. 

Industrial  exports  a.re  of  growing  importance  to  our  domestic  economy. 
The  loss  of  continentaJL  Saropeaji  mo.rkets  (see  cover  cha.rt)  ha.s  been  more  than 
offset  by  increased  exports  to  Qreat  Brita.in.     In  August  exports  of  industrial 
products  were  the  higiiest  in  dolla.r  value  since  October  15 29.     It  is  osti—  .. 
mated  that  exports  of  processed  products  during  the  first  S  months  of  19^ 
accounted  for  10  percent  of  the  output  of  factories  as  compa.rod  with  less  than 
S  percent  of  the  lower  production  in  the  corresponding  period  of  1933*  ^^r 
the  yea.r  a.s  a  whole  the  value  of  industrial  exports  gives  promise  of  equal- 
ing the  I92S-29  average,  and  with  this  exception  will  be  the  largest  since 
1920.     In  rela.tion  to  the  value  of  fa.ctor%-  production,   e:q-)ort3  in  19^  probablyr 
will  be  the  highest  since  I92I  and  double  the  1932-36  average.     Sxp'Orts  of 
steel  and  some  other  industrial  products  going  to  the  United  ICingdor.  in  in- 
creasing supply  a.ro  much  larger  in  relation  to  output  than  arc  total  exports. 
Steel  e:^orts  in  August  a.re  estim^ated  to  ha^ve  been  22  percent  of  production. 
Aircraft  exports  apparently  ai,re  an  even  la.rger  portion  of  oiit-out.  Szcports 
so  fax  have  been  a.  much  larger  proportion  of  total  industrial  OLitput  tha>,n  ha.s 
been  production  for  defense. 

Although  the  loss  of  3,  considera.ble  portion  of  this  export  business 
would  ha.ve  unfavorable  repercussions  on  domestic  industry,  the  domestic 
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defense  program  is  gradually  shifting  into  high  gear  and  getting  into  "better 
position  to  alDsorlD  the  shock  to  "business  if  unfavorahle  foreign  developments 
should  have  such  an  effect  on  exports.  i 

In  vierr  of  these  conditions,  industrial  output  is  expected  to  rise 
somoTzhat  f-'j-rther  and  to  be  sustained  at  comparatively  high  levels  for  an  ex- 
tended period,  resulting  in  further  improvement  in  the  domestic  demand  for 
farm  products, 

.EXPORT  DSl^™ 

The  value  of  e:rports  of  domestic  agricultural  products  rose  shaiTly 
after  the  out  "break  of  war  in  Sirope  from  U4  million  dolla.rs  in  Au^st  1939 
to  97  million  dollars  in  January  I9U0,     Since  January,  h0T7ever,  the  trend  of 
agricultural  exports  has  been  sharply  do-tmTTard  (see  cover  chart)  and  in 
August  totaled  only  2b  million  dollars.    This  represents  a  decline  of  73  per« 
cent  from  the  Jan.uary  value  and  of       percent  from  August  a  year  earlier. 

The  loss  in  exports  to  continental  Europe,  due  to  the  British  "blockade, 
has  "been  especially  large.     The  value  of  agricultural  e^qports  going  to  con- 
tinental Ei:5-rope  has  recently  been  running  at  1  to  2  million  dollars  per  month 
as  compared  with  over  30  million  dollars  early  this  yea.r  and  with  approxi- 
ma^tely  13  million  dolla.rs  in  Au^ast  1939*     Exports  of  a^gri cultural  products 
to  Japan  also  have  declined  sharply;     in  August  they  were  only  h  percent  as  . 
large  as  in  Jajiuary,  and  21  percent  as  large  as  in  Augo-st  1939*    Declines  in 
exports  to  the  United  Kingdom  have  also  heen  severe,  and  in  August  they 
totaled  less  than  10  million  dollars  as  compared  \7ith  over  I7  million  dollars 
a  year  e^.rlier  and  twice  that  amo-ajit  e.arly  this  year.    Agricultural  exports 
to  Latin  America  are  not  of  great  si^piif icance  (see  cover  chart)  but  are  high- 
er than  a  yepx  oojrlier  and  a.hout  the  sajne  as  they  were  prior  to  invasion  of 
the  Low  CoTjjitries  "by  G-erman;^-'  ea.rlier  in  the  year.     Canada  continues  to  take 
more  of  our  r^'ri cultural  products  than  "before  the  start  of  the  war  in  Europe, 
and  is  buying  m.ore  than  a^ll  of  Latin  imerica.    iText  to  the  United  Kingdom, 
Cana^da,  is  the  largest  export  ma.rkot  for  "United  Sta.tes  f-cim  products. 

TTliile  the  war  in  Europe  continues,   eirports  of  agricultural  products 
as  a,  vrhole  .?re  not  likely-  to  show  substantial  improvement.     Important  products 
significantly  affected  oy  the  uiir.vorahle  export  situa.ti on  include  cotton, 
to"bacco,  wheat,  pork  products  and  la.rd,  fruits,  soy'beans  ajid  feedstuffs. 
Some  products  not  ordinarily  ""oulking  very  large  among  r^'ricultural  exports, 
such  as  dairy  products  and  dried  beans  a.re  in  a  somewhp.t  more  favora.hle 
position,  but  amy  possible  increa.ses  in  e3-]:>orts  of  these  products  from  present 
levels  would  be  small  compared  with  the  declines  in  agricalt-'jiral  exports  which 
have  already  occiarred. 

Although  termination  of  the  \7a.r  in  Europe  would  find  supplies  of  ma.ny 
agricultural  products  in  continental  Earope  Delow  normal,  it  is  not  a,t  all 
certain  that  United  States  producers  would  cone  in  for  CJXf  substantial  portion 
of  ii:Gport  reauirement s  of  this  area.     South  America,  and  other  surplus-producing 
areas,  as  well  as  the  United  States,  have  experienced  sharp  curtailment  in 
export  na.rkets  for  their  farm  comm.odities  and  in  their  eagerness  to  takie  ad- 
vnnta.ge  of  the  now  export  opporti^nities  pro"bahly  wo^dd  be  less  reluctant  than 
the  United  Sta.tes  to  resort  to  banter  a^rrangement s  or  other  trade  methods  v/hidi 
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may  "be  necessitated  by  tlie  reduced-- purchasing  pov/er  of  Su-rope.    The  Uiited 
Kingdom,  v/hich  continues  as  our  rjost  inportrnt  custor.-ier  for  ?^ric''JLltural  prod- 
ucts, nifcht  increase  her  purchases  of  United  States  fam  products,  "but  the 
necessity  of  conserving  financial  resources  for  post— war  rehahilit ation  T7ould 
prohahly  result  in  continued  restriction  of  inports  ,?jid  dependence  on  Enipire 
sources  insofar  as  possihle* 

TJHOLESiLS  COHMODIOJI  PRICES 

Tvliolosale  conraodity  prices  have  advanced  for  the  second  iionth.  The 
rise  has  "been  nodero.te  <ond  since  r.id— Sept enher  the  rate  of  gain  has  "been 
even  slovzer  than  a  nonth  earlier,     Srpected  further  iiip r o voir. on t  in  cons-uiier 
purchasing  pov/er  should  result  in  on  erctension  of  the  advance  in  prices  of 
fam  products  not  dependent  in  any  Icarge  degree  on  ei^cport  narkets,  c^id  to- 
gether with  devclopncnt  of  the  defense  progr:?jn  prohahly  will  also  result  in 
additionpj.  gains  in  prices  of  industrial  products* 

E:-:copt  for  'iiTport  coLi-nodities  the  largest  gains  in  wholesale  prices 
since  nid-August  have  "been  in  the  agricult^lral  product  and  industrial  rav^ 
material  groups,  according  to  the  Bureau  of  Lahor  Statistics  index  of  "basic 
comodity  Torices# 

G-o.ins  in  wholesale  prices  of  agricult'j-ral  products  during  the  past 
month  have  "boon  confined  largely  to  grains  and  dairy  prodjLcts,    Heat  product 
prices  have  declined,  while  choiiges  in  prices  of  poultry  products  .-^xd  cotton 
have  heen  uninportont.    Prominent  .among  the  industrial  raw  materials  shoeing 
in  the  price  rise  of  the  p.ast  month  have  "been  non-ferrous  r-etals,   steel  scrap, 
and  "building  materials. 

As  defense  ezq^enditures  are  increased  .-^n^d  industrio.1  .activity  C2'A  pay- 
rolls are  stimulated  there  should  do  a  further  rise  in  cormiodity  prices.  How^ 
ever,  for  the  reriainder  of  19^K3  .at  least  the  rise  prchrlily  will  "be  moderate. 
Sbcport  m.arkets  for  agricultural  products  are  practically  closed,  .--aid  G-overn— 
m.ent  program.s  are  sustaining  prices  of  som.e  commodities  above  the  levels  that 
would  othervjise  prevail.     Consequently,  the  effect  of  rising  industrial  activity 
and  consumer  "buj'ing  power  on  prices  of  these  products  will  not  oe  as  iriucli  as 
usual.     In  the  case  of  indr.strial  raw  m.o.terials,   supplies  and  capacities 
apparently  are  genero.lly  ample  to  care  for  potentio.l  doricstic  and  e:cport  re- 
quirem.ents,  o.t  least  until  the  defense  progrom  "becomes  a  more  importo^it  factor. 

•  PRICES  PlECEIVED  Al'D  PRICES  PAID  3Y  EAS.IERS 
Ain3  CASH  5AKi  IirCOLIE 

Pa,rm  income  from  marketings  of  all  products  increased  less  than 
seasonally  from.  Ar.gList  to  Septom"ber  and  for  the  first  tirio  this  year  pro"ba"bly 
was  somewhat  sm.aller  than  a  yea.r  earlier.     The  la-te  movom.cnt  of  cotton,  which 
miOre  t'nan  offset  the  effects  of  a.  slight  ga.in  in  the  general  level  of  prices 
received  "03-  fa.rmers,  wa.s  the  principal  reason  for  the  s::adlor-than-soa!,sona„l 
increa^se  in  incom.e.    Prices  received  "by  fa.rm.ers  were  in  gencra.l  m.oderatly 
higher  in  Octoher  than  in  Sqntem."ber,  according  to  prelimina^'^'"  indica.tions 
Da.sod  on  price  changes  in  wholesale  m-a.rkets.    However,  prices  v;erc  little 
changed  for  cotton  and  mea.t  animals,  "both  of  wliich  at  this  sea.son  contri"bute 
importantly  to  ca.sh  income.    Nevertheless,  incom-o  from  farm  marketings  pro"ba>bly 
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will  incre3.se  somewhat  more  than  usual  in  October,  largely  as  a  resu.lt  of 
a  greater  then,  seasonal  increase  in  cotton  marketings.     G-ovemment  pa^yments 
have  continued  to  increase  "but  are  lower  than  a  year  earlier. 

The  ra.tio  of  prices  received  to  prices  paid  "by  farmers  at  SO  percent, 
of  the  1910~lU  average  in  September  was  the  same  as  in  September  1939» 
which  month,  the  ratio  rose  6  points  following  the  outbreak  of  v/ar  in  S-arope. 
A  f^orther  rise  in  the  ratio  of  prices  received  to  prices  paid  may  be  reported 
for  October. 

CCT'TON 

Prices  of  spot  cotton  in  domestic  m.arkets,   supported  'hy  Government 
loans,  were  relativelj^  steady  during  the  past  month  with  the  10  m.arkets  daily 
average  for  Middling  15/l6s  inch  ranging  from  to  9*^1/2  cents,  prospects 

for  the  6-omestic  crop  a^id  the  world  supply  of  J\merican  cotton  remained  about 
unchanged  in  September,     Homiest ic  m-ill  consurrption  in  September,  of  639>000 
bales,  was  the  highest  for  the  mionth  on  record,  and  2  percent  higher  than  in 
Septemiber  la„st  year,  but  slightly  less  than  in  Augast.    Most  domestic  mills 
are  apparently  well  booked  with  unfilled  orders.     Sales  by  British  manufactur-. 
ers  continued  below  production  despite  som.e  f'orthcr  curtailment  in  output. 
Cotton  mill  consumption  continued  m.aterially  restricted  in  Jap  .an  and  China, 
although  to  a  less  extent  than  in  continental  Europe. 

Present  indications  are  that  19^-^1  will  make  the  fcarth  consecutive 
year  of  a  total  -/orld  siipply  of  cotton  close  to  ^0  million  bales  and  of 
American  cotton  close  to  25  million  bs,les.    Prior  to  these  years,  the  tota.l 
had  never  reached  ^5  million  bales,  and  except  for  193i""33         19 2^,  the 
supply  of  American  cotton  had  never  exceeded  21  million  bales. 

Practically  all  of  continental  S"c.rope  (excluding  Eussia),  v/here  in  the 
5  years  ended  July  1939  >   cons-omption  of  imiDorted  cottons  averaged  roughly 
5  million  bales  including  2-1/2  million  basics  of  jijierican,  is  cut  off  from 
exp'Orting  co-'ontries  Ijy  the  British  blockade.    Fu-rthormorc,  consumption  pros- 
pects in  Japan,   diina,  ,and  G-roat  Britain  .are  less  fa.vorable  this  season  than 
last.     These  cond.itions  and  wide  price  disparities  betvreen  American  and  inh- 
portr^nt  foreign  cottons  seem  likely  to  reduce  exports  of  American  cotton  in 
19^0—^1  to  m.uch  less  than  2  million  bales  as  compared  with  e:^qports  of  m.ore 
than,  b  million  ba.les  last  soa^son. 

Under  the  stimulus  of  large  United  States  Goverrjnont  purchases  of 
cotton  textiles  and  the  prospective  high  level  of  industria.l  production  ajid 
increa-scd  employment  aaid  pay  rolls,  United  States  cotton  consumption  sems 
likely  to  materially  exceed  S  million  br.les  during  the  current  season.  It 
may  total  o~l/2  to  S~3/^  million  bales  compared  with  7*-3/^  million  babies  last 
season,  riid  the  record  high  in  193^37        nearly  S  rdllion  bales.    B"at  re- 
duced consujapt ion,  both  of  Americari  and  foreigTL  growths,  in  foreign  countrios 
is  likely  to  much  r.ore  than  offset  the  increa.se  in  the  United  States.  World 
con^-jption  for  the  current  sea.son  may  be  reduced  to  the  lowest  level  since 
the  e.arly  1530*s.     The  world  carr^^-over  on  Augast  1,  1941  is  likely  to  be 
materially  la.rger  than  the  20-1/3  m-illion  ba.les  in  1^'40  and  somewhat  la.rger 
than  the  record  high  of  22-3/^  million  in  19 3S.     The  19^1  Y/orld  ca.rry-over  of 
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American  cotton  may  approach,  or  even  exceed  tlxe  1339  peak  of  more  than  ih 
million  "bales.    All  uiit  about  1  million  "ba^les  or  less  of  the  American  cotton 
carried  over  is  likely  to  be  in  the  United  States  and  "ost  of  it  OTTned  or 
held  a.s  collateral  by  the  United  States  G-overrjnent. 

WilHAT 

Lar2:e  vrorld  wheat  supplies  and  I077  export  prices  ^^rill  continue  d'oring 
the  19^1-^2  season,  unless  v:orld  acre94^e  is  materially  simller  thai-^.  is  now 
expected,  or  -.Torld  yields  per  acre  are  small,     TJheat  prices  in  the  United 
States,  on  the  other  hand,  are  ezqpected  to  remain  independent,  to  a  conside3>- 
able  extent,  of  prices  in  other  countries,    A  largo  crop-,  or  abandonment  of 
the  lean  and  export  subsidy"  programs,  however,  vjo-uld  proba.bly  cause  domestic 
prices  to  be  more  dependent  uipon  the  factors  which  affect  prices  in  other 
countries.     Indications  are  that  the  acrea^ge  seeded  to  wheat  for  harvest  in 
19^1  in  the  Uiiited  States  will  be  about  the  sivae  as  in  IS-X).     If  the  totad 
seedings  for  harvest  in  19^1  a.re  about  the  same  a^s  this  year,  and  abandonment 
and  yields  are  average,  production  will  total  about  750  million  bushels.  This 
would  leave  about  ^0  million  bushels  for  oxoort  or  addition  to  carry-over  at 
the  end  of  the  season,  after  deducting  domestic  disappearance  of  about  7OC 
million  bushels. 

Since  the  middle  of  Scptembei:*,  domestic  prices  of  good  quality  v.heat 
have  advanced  as  the  result  of  the  limited  "free"  suppl}?-.    Majny  mills,  es~ 
peciadly  those  located  at  interior  points,  have  been  finding  it  difficult  to 
obtain  supplies  at  current  prices,    prices  in  most  r.a.rkots  are  still  not.  high 
enough  to  pay  the  Government  locm  and  charges.     The  ajnojnt  that  cm- rent  prices 
a.re  now  above  "world"  prices  is  indicated  by  the  e:!7r:ort  indemnity  which  wcild 
be  req^'oired  to  ciqport  whea.t  to  S'urope.     Computed  on  the  basis  of  export  vaducs, 
this  would  bo  2o  cents  per  bushel  from.  G-ulf  ports  and  22  cents  from,  pacific 
ports,  which  compares  ruth  25  cei.ts  a.nd  26  cents,  res^jectivoly ,  a  m.onth  ago. 
The  October  1  estima.te  of  the  domestic  whco/b  crov  wai-s  only  S  million  busliels 
above  the  cstimxa.te-  cf  a.  month  earlier,     Tlie  1940  crop,  is  now  incacated  to  be 
792  million  bushels,  which  ^.dth  a  July  1,  19^-0  carry-over  ostina-ted  at  2SU 
million  bushels,  indica.tes  a  totrd  supply  of  1,076  million  bushels.    TJ'ith  do- 
mestic disappearance  ei^ipected  to  bo  about  7^0  mill-ion  bushels,  this  would  leave 
aJbout  37^  m.illion  biishels  a.vailable' for  exoort  in  19'T0---rl,  or  for  ca„rry*-over 
on  July  1,  I9U1,     On  the  basis  of  present  pros^occts,   exports  ma:'  totad  about 
25  miillion  bushels,   cor;xpa.red  v'ith  s-^  million  bushe].s  in  1939""^0» 

COH^i  MD  0::KER  P3ED  dhAniS 

Li  sappea^r  an  CO  of  feed  grains  during  the  Qua.rtcr  July- Sept  ember  ^va.s 
comparatively  light,  and  October  1  supplies  of  feed  grains  totaled  about 
113  million  tons,  the  second  largest  supply  in  20  years,   ?>nd  12  percent 
above  the  1928-32  average.     The  n"Ji.iber  of  gradn-cons"ai-iing  aniiird  units  is 
expected  to  be  about  5  percent  below  a.vera^'o  auid  the  supply*  of  feed  grains 
per  animxad  will  be  the  largest  on  record.     The  totad  carry-over  of  corn  wa.s' 
auround  7OI  mdllion  bushels,   compajrc-d  Y.dth  5o3  riillion  bushels  la.st  year.  Of 
this  amo^jnt  it  wa.s  estimated  tha.t  a;.bout  ^75  rdllion  bushels  were  sea.lcd  or 
held  by  the  G-ovcrnm.ent.     This  left  a.  totad  ca.rr^^-over  of  unsealed  com  of 
about  226  million  bushels,  which  is  well  above  average.     The  tota.l  supply  of 
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com  as  indicated  OctolDer  1  is  3>053  million  iDUshels,  conrpared  with  3>202 
million  iDushels  last  year.    Prices  of  feed  grains  have  advanced  slightly 
since  late  Septemher.    The  corn  loan  program  is  an  important  factor  support- 
ing feed  prices. 

The  total  acreage  of  feed  grains  in  I9UI  may  not  "be  changed  sub-  „ 
stantially  from  that  of  19^,  ii"  "the  Agricultural  Adjustment  Program  con- 
tinues on  about  the  present  "basis.     If  weather  conditions  next  year  are  about 
average,  the  yield  of  com  will  again  "be  above  the  10-yea.r  pre-drought  average 
on  acco'ant  of  an  increased  acreage  seeded  to  hyhrids,  and,  with  a  large  carry- 
over of  com  and  other  feed  grains,  supplies  of  feeds  next  ye?^r  may  again  "be 
large  relative  to  livestock  requirements,    prices  of  feed  grains  may  continue 
high  rela.tive  to  livestock  prices  during  most  of  19^1,  but  the  relationship 
may  tend  to  become  more  favorable  to  livestock  feeders  as  the  year  advances, 
in  view  of  the  prospective  increase  in  consujner  demand  for  mea^ts  and  a.  re- 
duction in  hog  marketings.     If  the  com,  loan  rate  is  61  cents  per  - oushel  on 
19^K)  corn,  as  now  appears  probahle,  it  vTill  he  an  important  factor  supporting 
com  prices,  and  will  tend  to  maintain  prices  of  com.  and,  to  some  extent, 
other  feed  grains  during  most  of  19^1.     Ttie  c3>rry-'0ver  of  com  next  Octoher  1 
will  probably  be  near  the  record  car:ry-over  this  year*    Ha^y  supplies  are  again 
large  relative  to  the  n^'oinber  of  hay-consuming  anim^al  Uiiits,  and  hay  prices 
are  comparatively  low.    ExjDorts  of  feed  grains  during  19^K)-Ul  a.re  expected  to 
"be  insi^ciif icant» 

HOC-S  ^ 

As  a  result  of  an  3  percent  decrca.se  in  the  19^  spring  pig  crop  and 
an  approximate  12  porc^ent  reduction  in  the  19^0  fall  crop  under  those  of  a 
yea„r  earlier,   slaughter  supplies  of  hogs  in  the  19^40-Ul  marketing  year  (Octobe3>- 
Septemher)  will  be  substantially  smaJ.ler  than  the  large  nujnher  marketed  in 
the  1939~^  sea^son.     The  weekly  rate  of  hog  slaughter  ha,s  increavSed  seasonally  • 
during  the  past  month,  and  marketings  will  increase  further  during  the  next  2 
months,     Tlie  reduction,  in  hog  sla.ughter  under  a  yc3X  earlier  is  e^qDCcted  to 
he  more  pronoujiced  in  the  last  half  (April— Sept emher)  of  the  marketing  year 
than  in  the  first  half.    Prospects  are  for  stronger  domestic  demand  for  meats 
in  19^1  than  in  19^-0,  atid  this  together  with  a  ma^tsrial  reduction  in  slaughter 
supplies  of  hogs  is  expected  to  resij.lt  in  a  materially  higher  level  of  hog 
prices  in  I9U1  than  in  19^^,   even  though  little  if  any  improvcm.ent  is  expected 
in  export  demand.    Although  the  hog— com  price  ratio  this  winter  will  be  less 
unfavorahle  for  hog  producers  than  last  Y^nter,  it  probahiy  will  continue 
helow  average,  and  the  19^1  spring  pig  crop  may  he  smaller  than  that  of  19^- 
The  tot-a  pig  crop  for  I9UI  ma.y  he  a  little  less  thaji  the  crop  of  19^.  Con- 
sequently little  increase  in  hog  marketing  appears  probahle  oefore  the  last  M 
half  of  1942.  9 

After  reaching  the  highest  level  in  ner.rl3/  a  year  in  la.te  August,  hog  ■ 

prices  declined  stea:,dily  through  S'sptomber  and  early  October.     The  average  S 

price  of  butcher  hogs  at  Chica.go  for  the  vreek  ended  October  12  ^;7a.s  about  fl 

$6.^0  compared  with  $7.30  for  the  last  week  of  Aug^O-st  a.nd  $7.10  for  the  I 

■corresponding  week  of  1939*  Pedera.lly  inspected  hog  slaughter  totaling  M 
3,lbS,000  head  during  September  Yjns  about  h  percent  larger  tha.n  in  August 

and  10  percent  greater  than  in  September  last  year.     Inspected  hog  slaughter  H 

for^the  entire  hog  m.arketing  year,  October  I939  to  Septem.ber  19^,  totaled  ■ 

^7,650,000  head.     It  v/as  nearly  20  percent  lajrger  than  in  193^-39  and  was  the  ■ 
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The  cstimsite  of ■  1939-itO  slroi^^htnr  of  the  ■ 
nade  in  Jvly  1^39  ~  '^'^-^^  ^■'7  niHion  head*. 

CATTLE 

TotCol  slaughter  su.iDply  of  cattle  and  calTcs  dariiij^  I9UI  is  not  ex- 
pected to  "be  greatly  different  iron  the  supply  narketcd  in  1539  ^^-^  19 "tO. 
Latest  indications  are  that  the  nuinher  of  cattle  fed  for  ~arket  d'jjring  the 
winter  rnc.  spring  of  IpUO-Ul  nay  oc  ahout  the  same  as  a  year  earlier,  hut 
marketings  of  other  cattle  probably  will  he  a  little  larger  next  year  than 
in  I5U0,    Prices  of  cattle  and  calves  are  ext?ected  to  ho  s^ipported  hy  stronger 
cons-uaer  deri'^jid  for  meats  in  19^-1  than  in  l^UO,     Since  193^  '^'^^'^  number  of 
cattle  on  farms  r>2id  r.ai^ches  has  increased.     The  tendency  to  hold  lach  'breed-* 
ing  stock  for  herd  huilding  purposes  prohahly  -.Till  contii-.ue  for  a  fev/  more 
years,  but  v/ith  the  L,irge'    niufoer  of  cattle  nor:  on  farms  the  tre:id  in  cattle' 
marketings  over  the  nerrt  several  yerrs  is  e:cpected  to  he  upward*  Total 
slaughter  of  cattle  and  calves  vdthin  the  next  fev;  j^ea.rs  prohahly  will  reach 
nzid.  exceed  previous  highs,  and  a.  marked  improvement  in  consumer  dcriaj:id  for 
meats  will  he  necessary;-  if  a  do"?nward  trend  in  ca.ttle  prices  is  to  he  avoided. 

In  early  Octoher  prices  of  the  top  gra.de  of  o-:ef  steers  reaxhed  the 
highest  level  -  in  about  3  years.    Prices  of  the  utyoer  grades  of  slaughter 
cattle  have  a,dvanced  seasonally  since  mior-June,  iviiile  prices  of  the  lower 
grades  ha^^e  fluctuated  ahout  steady  to  lov.rer  levels.     The  a,verage  price  of 
good  gra^de  slaughter  steers  at  Cliica^go  for  the  v/eok  ended  Octoher  1^  was 
$11.60,  aJbo-at  23  cents  higher  tha^i  a  month  earlier,  a2id  aground  $2.00  higher 
•thaji  in  the  corresponding  week  of  1939,    Prices  of  stocker  and  feeder  cattle 
weaukened  a  little  during  Septenher,  and  in  early  October  the  average  price 
of  feed-er  steers  at  Kajisas  City^Tr^.s  only  a  little  higher  than  the  $5.00  level 
that  prevailed  last  fall  for  such  cattle.     Ordinarily  marketings  of  slaughter 
cattle  increase  steadily  during  the  fall  ai'id  early  winter.     Inspected  cattle 
slaughter  in  Septemher,  however,  was  h  percent  smaller  than  a  month  earlier. 
It  was  also  about  S  percent  smaller  than  in  SfT-t ember  1939. 

urns 

^   ■         The  19^0  lamh  crop  totaling  32.7  million  head  was  3  percent  larger  than 
the  1939  crop  a^id  the  largest  on  record.     Since  most  of  the  increase  over  a 
year  earlier  was  in  Texas,  where  a  considerahle  proioortion  of  the  cr cp  is 
u^ally  held  for  marketing  the  follo-.dng  spring  as  yearlings,   slaughter  of 
sheep  a^id  laifns  for  the  entire  grass-^lamh  marketing  sea.ron  (May  through 
November)  may  he  no  larger  than  in  the  corresponding  period  of  I939.  Latest 
indications  are  tho-t  there  will  he  -it  least  as  many  lamhs  fed  during  the 
19U(>-Ul  feea.ing  season  as  were  fed  last  fall  and  winter.     Shipments  of  feeder 
lamhs  and  sheep  into  the  Com  Eelt  during  the  3  r^onths,  J^Jily-Sept a-.iher,  wore 
aQout  as  large  as  the  unusua.lly  heaver  shipments  during  that  period  last  year. 
■S7"noat  pastm^cs  in  Kansas,  Oklahoma  and  earstem  Colorado  ha^/e^madc  excellent  - 
fo.ll  growth,  and  a  heavy  movement  of  l-nmhs  to  these  pastures  from.  Texas  and 
other  Western  shc'-rp  States  is  expected.     Slao^hter  sraDplics  of  lam.hs  during 
the  IQUo-^Ui  fed-lamh  marketing  season  (Lecomher-Aprir)  ,  thus,  prohahly  will 
he  as  large  as  or  a  little  larger  than  a  year  earlier.     The  nimher  of  lamhs 
produced  for  the  country  as  a  whole  has  not  dianged  greatly  in  the  past  10 
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years;  a  Gii-ght  uptTard  trend  has  been  evident  since  1935*         rreather  condi- 
tions ne:ct  spring  are  about  average,  the  laiTih  crop  prohahly  Till  not 
differ  greatly  from  that  of  I9U0.  I 

Inspected  slaughter  of  sheep  and  lambs  totaling  1,^63,000  head  diiring 
Septenbar  7;?.s  a  little  smaller  than  a.  month  earlier,  and  it  mb.s  about  10 
percent  smaller  than  in  September  last  year.     Inspected  sheep  and  lajnb 
slaaighter  for  the  first  5  months  (May— Sept  ember)  of  the  19^  grass-lsmb 
marketing  sea.son  totaled  7-2  million  head,  about  1  percent  less  than  in  the 
corresponding  period  of  1939*    Prices  of  slaughter  lambs  strengthened  a 
little  in  early  October  after  remaining  steady  during  most  of  S^t ember. 
The  average  price  of  good  and  choice  grade  slaughter  lambs  at  CJiicago  for  the 
Tieek  ended  October  12  vras  $9. ^5?   compared  with  $9-10  a  month  earlier  and 
$^.G0  for  the  corresponding  Troek  of  1939«    Pric-es  of  feeder  lambs  thus  far 
•this  season  ho.ve  avera^'sed  a  little  higher  than  a  year  earlier « 

lOOL 

Consumption  of  ytooI  by  United  States  mills  is  expected  to  continue  at 
a  relaotively  high  level  in  the  n3:-rb  several  months.     This  uill  be  a  strengthenr- 
ing  influence  on  domestic  t;oo1  prices.     In  viev  of  the  prospects  for  a  con- 
tinuation of  la.rge  p'orchasos  of  ttooI  goods  for  Amy  use  in  19^1,  mill  con- 
s'amption  of  ^-ool  in  the  United  States  proba.blj^  will  continue  to  ez^coed  do- 
mestic production  by  a.  s"Lib st ant i al  ma.rgin.     And  it  is  expected  tha.t  prices  of 
wool  in  this  coi^ti^  next  yeojr  v;  ill  be  high  in  relation  to  those  of  most  of 
the  la^st  several  years.     Increa.sed  buying  of  ra^w  wool  to  fill  Goverrjuent  con- 
tracts and  m  improvement  in  mill  sales  of  wool  goods  for  civilian  uses  in 
the  la.tter  iDart  of  September  were  accompranied  by  price  advances  on  most  grades 
of  domestic  wool  at  Boston,    prices  of  domestic  -700I  in  the  first  vreek  of 
October  wore  higher  than  a„t  any  time  since  the  eajrly  part  of  the  yea.r. 

United  Sta^tes  appa^rol  woo?,  import  rcqmrements  in  the  current  season 
may  be  chiefly  for  finer  gra.des  because  of  the  la.rge  use  of  the  finer  grades 
of  domestic  wool  in  materials  for  Army  use.    Australia  and  South  Africa  are 
the  lea.ding  fine  wool  producing  countries,  aJthough  a  considera.ble  Quantity 
of  fine  wool  is  a-jatilable  in  South  A^ierica.    Eence  the  qucntities  of  Aus- 
tralian and  South  African  wool  roleai-ed  for  e^qp-ort  and  the  prices  fixed  for 
such  wools  by  the  British  Government  will  be  important  factors  affecting 
prices  of  fine  wools  in  the  United  States  in  the  next  scvora.l  m-onths.     It  now 
seems  probable  tha^t  considera^ble  q^aantitios  of  Australian  and  South  African 
wool  will  be  available  for  expert  to  the  United  Sta^tes. 

DAIEY  PRODUCTS 

Throe  fa.ctors  stand  out  as  of  parti cula.r  importance  in  the  outlook 
for  dadrTmen  for  I94I,    Pirst  is  the  vridosprea.d  tendency'  for  farmers  to 
increase  the  irjjifber  of  m.ilk  cows.     This  trend  ha,s  been  in  progress  for  over 
2  years  and  promises  to  continue  f-iorther.     Second  is  the  prospect  for  0, 
higher  level  of  industrial  activity,   consumer  incomes,  and  wholesale  prices, . 
in  19^1  than  in  19^.     Third  is  the  prospect  for  an  increase  in  exports  of 
manufactured  da.iry  products  and  a  shai^rp  curtailment  in  the  im.ports  of  cheese. 
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If  pastures  and  feed  production  in  19^.1  are  about  average  or  better, 
production  of  irdlk  in  1C41  will  probably  be  comeYrhat  larger  than  the  record 
production  in  194r ,    The  improveiuent  in  demand  conditions  is  expected  to  off- 
set the  effect  of  the  larger  production  on  prices,  so  that  in  1941  prices  of 
dairy  products  may  average  as  high  as  end  possibly  higher  than  in  194C#  Thus, 
the  outlook  is  for  an  increase  in  iiicome  fron  do.iry  prod-.jcts. 

In  the  past  month  the  general  rise  in  prices  of  dairy  products  and  the 
unusually  he&rry  production  of  m.ilk  for  this  season  of  the  year  have  been  the 
principal  developments.    The  seasonal  rise  in  butter  prices  was  delayed  some- 
what by  the  si.iall  seasonal  decline  in  milk  production  during  the  late  summer. 
The  peaic  in  butter  prices  usually  comes  in  Decem.ber,  and  a  rise  during  the 
rem.ainder  of  the  year  is  in  prospect.    Butter  production  in  August  v/as  slightly 
less  than  a  year  earlier,  but  during  Septem.ber  reports  indic8.te  a  much  higher 
production  than  in  the  same  month  of  1939,     During  the  coming  winter,  produc- 
tion is  expected  to  be  heavy  for  that  season  of  the  year.    There  are  more  cov:s 
on  farms  than  a  year  ago  and  feed  supplies. are  ample, 

PCULTRY  AlID  EC-GS 

Supplies  of  eggs  in  the  United  States  for  the  first  half  of  1941  are 
expected  to  be  about  3  or  4  percent  sm.aller  than  they  v.-ere  in  the  first  half 
of  1940,  and  supplies  of  chicken  m.eat  (including  fowl)  for  the  same  period  may 
be  about  5  percent  sp-ailer  than  a  yee-r  earlier*    Because  of  the  miore  favorable 
feed-egg  ratio  expected  for  next  spring,  1941  hatchings  of  chicks  are  expected 
to  be  larger  thaii  in  1940.    As  a  result,  sales  of  chickens  and  eggs  during  the 
last  part  of  1941  m.ay  be  larger  than  in  the  last  pe.rt  of  1940,    Prices  received 
by  farmers  for  poultry  products  in  1941  are  expected  to  be  higher  than  in  1940 
because  of  sm^aller  supplies  in  the  first  part  of  the  year,  SLialler  supplies  of 
pork,  and  the  expected  larger  incom-es  of  consumers.     Cash  income  from  chickens 
and  eggs  may  be  larger  in  1941  than,  in  either  1939  or  1940. 

The  number  of  turkeys  raised  in  1940  is  indicated  to  be  about  1  percent 
larger  than  in  1939,  and  the  arjiual  increase  in  average  vreight  per  bird  appears 
to  have  continued.    Thus,  supplies  of  turkey  meat  for  the  coming  fall  and 
mnter  probably  vdll  be  slightly  larger  than  a  year  earlier,  and  turkey  prices 
may  be  about  the  same  or  slightly  lower  than  in  the  1939  marketing  season 
despite  the  prospective  increase  in  corxsumer  incomes*  • 

Egg  production  during  the  last  few  mionths  has  been  the  largest  for  these 
m^onths  since  1931  despite  4  percent  fewer  layers,  due  to  the  higher  average 
rate  of  lay  per  bird.     However,  the  increase  from,  now  until  Jejiuary  in  the 
number  of  layers  on  farms  vglll  be  less  than  usual,  and  thus  egg  production  dur- 
ing the  rem.ainder  of  this  year  probably  will  be  less  than  in  the  corresponding 
period  of  1939,    Egg  prices  in  mid-Septem.ber  were  higher  than  a  year  earlier* 
Poultry  receipts  were  larger  than  a  year  earlier,  but  the  average  price  re- 
ceived by  farmers  in  mdd-Septem.ber  v/as  higher  than  a  year  earlier, 

OILSEEDS,  FATS  A17D  OILS 

Soybean  production  this  year  is  indicated  to  be  81,5  million  bushels, 
approximately  6  million  bushels  less  than  in  1939*    Despite  the  smaller  output. 


domestic  crushings  of  scybsans  in  the  1940-41  season  are  expected  to  be  about 
5  percent  larger  than  in  195S-4C,  mainly  because  exports  to  continental  Europe 
have  been  virtually  eliminated  by  the  British  blockade*    Approximately  11  |9j 
million  bushels  of  soybeans,  representing  13  percent  of  tlie  domestic  crop,  weir 
exported  last  season.    Cottonseed  supplies  for  1940-^41  are  somewhat  larger  than 
a  year  eexlier,  but  are  below  aver8.ge# 

Reduced  lard  production  and  improvement  in  domestic  demand  mil  be  fac- 
tors tendi-Tg  to  support  soybean  ar.d  cottonseed  prices  this  season*  Yfeakiiess 
in  foreign  demand  for  edible  fats  and  oils,  and  abundant  supplies  of  oilseed 
cake  and  meal,  as  irell  as  feed  grains,  on  the  other  hand,  will  tend  to  limit 
any  price  advance.    The  dom.estic  flaxseed  crop  is  nearly  equal  to  crushing  re- 
quiremients  this  season;  the  trend  in  flaxseed  prices  in  1S41  will  be  deter- 
mined lai'-gely  by  the  situation  in  South  America,  where  flaxseed  supplies  are 
likely  to  become  burdensome  this  winter  7/hen  the  new  crop  is  harvested. 

Peanut  production  for  1940  is  indicated  to  be  31  percent  larger  than  in|: 
1939  and  tne  largest  on  record.     But  with  an  expansion  in  the  program  for 
diverting  peanuts  to  crushing  mills,  and  with  improved  dem^and  for  peanut  prod- 
ucts, prices  are  likely  to  be  maintained  at  or  near  the  relatively  stable 
level  of  the  past  six  seasons. 

Prices  of  all  animal  fats  and  oils,  vdth  the  exception  of  butter  and 
marine  oils,  hoirever,  were  roughly  35-40  percent  lower  in  September  this  year  j 
than  last,  while  prices  of  domestic  vegetable  oils  generally  were  15-20  per-  * 
cent  lever.    The  unusually  low  price  level  for  domestic  fats  and  oils  has  re- 
flected the  record  large  output  of  tallow,  greases,  and  soybean  oil  this  3''ear,. 
the  abnorm.ally  large  supplies  of  lard  available  for  domestic  consum.ption  as 
the  result  of  the  loss  of  export  markets,  and  the  availability  of  large  sup- 
plies of  low-priced  vegetable  oils  in  the  Philippines,  Netherlands  East  Indies, 
and  other  surplus -producing  ai'eas  now  cut  off  from  the  important  continental 
European  market.     Present  indications  are  that  lard  and  grease  production  in 
the  United  States  vdll  be  reduced  in  1941,  v/hich,  I'jlth  a  stronger  demand, 
should  result  in  some  im.provement  in  domestic  prices  for  food  and  soap  fats 
and  oils  nejit  year, 

RICE 

Prospects  for  the  1940  southern  rice  crop  were  reduced  som.ewhat  during 
September  and  on  the  basis  of  October  1  indications  the  crop  will  total  42,8 
million  bushels  or  about  11,9  million  barrels  •    This,  together  with  the  Augustl 
carry-over  in  the  Southern  States,  gives  a  total  southern  supply  of  13,740,000 
barrels  or  about  the  same  as  the  large  1939-40  supply.    The  prospective 
California  crop  is  smaller  than  the  1939  crop,  but  the  carry-over  of  rice  in 
California  on  October  1  Tfas  much  larger,  m.aking  the  total  supply  3,126,000  t 
bags  (100  pounds  of  milled  rice)  or  slightly  larger  than  the  large  1939-40  ^ 
supply.    Although  dom.estic  consumption  m.ay  be  increased  som.ewhat  by  increased 
incomes  of  consum.ers,  the  increase  is  not  expected  to  be  such  as  to  reduce 
total  United  States  stocks  next  year  to  neer  average.     Prices  paid  for  southern 
rice  declined  sharply  follovvdng  the  harvesting  of  the  southern  rice  crop,  and 
the  average  United  States  farm  price  on  September  15  was  62  cents  per  bushel, 
or  about  12  cents  per  bushel  under  the  price  in  mid-August, 
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During  1939-40  e:-ports  of  rice  totaled  301  million  pounds  (3^010,000 
barrels).    Exports although  a  little  smaller  than  during  each  of  the  two 
preceding  years,  otherwise  were  the  lai^gest  since  1928-29»    Shipments  of  rice 
to  insular  possessions  during  1939-40  totaled  340  million  pounds  (3,400,000 
barrels)  or  51  million  pounds  greater  thai^.  in  1958-39. 

Prices  received  by  farmers  for  fruit  in  September  were  seasonally  lov^er 
than  in  August,  but  about  the  serae  as  in  September  1939*    October  1  estimates 
indicate  that  production  of  the  eight  m.ajor  deciduous  fruits  in  1940  probably 
will  be  12  percent  sm.aller  than  in  1939.    Orange  production  probably  will  be 
the  largest  on  record,  slightly  larger  than  in  1939  or  1938.    Grapefruit  pro- 
duction also  is  indicated  to  be  materially  larger  than  in  1939,  although 
slightly  smaller  than  the  record  crop  of  1938.    The  combined  production  of 
oranges  and  grapefruit  from  July  to  June  1940-41  is  estim.ated  at  4,941,000 
tens,  or  18  percent  above  that  of  1939  and  1.6  percent  below  that  of  1938. 

The  anticipated  higher  level  of  consumer  incomes  and  domestic  demand 
for  fruit  in  the  1941  marketing  season  (April  to  March)  will  be  accompanied  by 
a  continuation  of  very  low  export  demand.    It  appears  that  a  much  greater  than 
normal  portion  of  the  nation's  fruit  crops  and  products  for  1941  will  have  to 
be  placed  on  the  domestic  market,  or  disposed  of  tlirough  some  kind  of  diversion 
program.    Y/ith  average  growing  conditions  a  larger  total  production  of  fruit 
crops  would  be  expected  in  1941  than  in  1940.  .  The  total  cash  income  from  fruit 
production  in  1941  probably  will' be  substantially  higher  thooi  in  1940,  and 
perhaps  the  highest  in  the  last  10  years. 

TRUCK  CROPS 

Market  prices  of  truck  crops  in  general  declined  slightly  more  than 
seasonally  during  September  as  marketings  of  the  late  crops  increased,  and 
prices  in  early  October  averaged  belov/  those  of  a  year  earlier.    As  a  result 
of  favorable  gromng  weather  the  production  prospects  of  m.any  late  crops  im- 
proved in  recent  weeks.    Market  supplies  of  late  lina  beans,  snap  beans, 
cabbage,  carrots,  and  cucumbers,  ai'e  indicated  to  be  larger  than  a  year  earlier,, 
whereas  supplies  of  late  cauliflower,  celery,  lettuce,  onions,  peppers,  and 
spinach  are  indicated  to  be  slightly  smialier  than  in  1939. 

Preliminary  reports  on  the  acreage  planted  and  intended  to  be  planted 
to  10  truck  crops  for  fall  and  vdnter.  harvest  (the  first  of  the  1941  crops) 
indicate  an  increase  of  nearly  5  percent  in  the  combined  acreage  over  that  of 
1940  and  about  25  percent  over  the  1930-39  average.     The  plantings  of  now  crop 
snap  beans,  cabbage,  carrots,  cauliflower,  kale  and  spinach  are  increased  over 
those  of  1939,  but  the  plantings  of  artichokes,  celery,  and  peppers  are  de- 
creased.    The  total  acreage  of  asparagus  indicated  to  be  available  for  all 
purposes  in  1941  is  about  1  percent  larger  than  that  harvested  in  1940  and  19 
percent  larger  than  the  10-year  1930-39  average. 

In  1941  it  is  probable  that  total  plantings  of  truck  crops  will  be  in- 
creased slightly,  and  barring  severe  weather  damage,  the  acreage  for  harvest' 
may  be  slightly  larger  than  in  1940.     It  is  probable  that  increases  mil  occur 
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in  the  1941  acreage  of  most  of  the  important  truck  crops,  except  pei'haps  lima 
beans,  cabbage,  caulifloTrer,  celery,  and  T^aterme Ions  •    Because  of  the  rela- 
tively high  prices  received  in  1940  for  many  of  the  early  truck  crops,  it  is  ^ 
likely  the  acreage  of  m.any  of  these  mil  be  increased  svbstantially  in  1941,  %, 
In  1941  a  further  increase  in  consumer  purchasing  pov.er  is  expected  to  take 
place,  and  probably  7/111  result  in  some  further  advance  in  the  general  level 
of  truck  crop  prices #    For  those  crops  for  vmich  production  is  increased  sub* 
stantially,  hovrever,  the  price  rise  nay  not  materialize  and  there  may  be  some 
declines • 

The  acreage  and  production  of  truck  crops  for  processing  is  expected  to 
be  increased  som.ewhat  in  1941  over  that  of  1940»    Tifith  the  exception  of  canned 
peas,  the  carry-over  into  1941  probably  mil  not  be  large*    It  is  probable, 
therefore,  that  if  the  acreage  is  increased  in  1941,  cash  income  from  produc- 
tion mil  0.1  so  increase. 

POTATOES 

The  1940  late  crop  of  v/hite  potatoes  is  noY^r  indicated  to  be  about  15 
million  bushels  larger  than  the  1939  crop  and  9  million  larger  than  the  10- 
year  (1929-38)  average.    Coiipared  mth  last  year  there  are  larger  supplies  of 
late  potatoes  in  each  of  the  thiree  major  regions,  yath  the  greater  increase 
occurring  in  the  8  Eastern  States.    The  gradual  increase  in  the  late  crop 
prospect  during  recent  months  has  accentuated  the  seasonal  decline  in  potato 
prices.     In  early  October,  therefore,  market  prices  averaged  slightly  Icwer  m 
than  a  month  earlier  and  substantially  loiver  than  a  year  earlier.    But  unless 
the  crop  prospect  continues  to  improve  it  is  probable  that  market  prices  are 
now  near  the  seasonal  low  point. 

The  United  States  potato  acreage  probably  will  be  increased  slightly  in 
1941  over  that  planted  in  1940.     An  increase  in  plantings  in  the  early  States  ( 
is  expected  to  be  largely  offset  by  a  decroase  in  inteiTredi ate  States.    On  the 
basis  of  the  present  price  prospect  for  the  late  1940  crop,  it  is  probable  that 
the  acreage  planted  in  the  late  States  in  1941  will  be  increased  only  slightly 
over  that  planted  in  1940.    The  slightly  larger  plantings  for  the  country  as  a 
whole  mth  yields  equal  to  the  average  of  the  last  4  years,  would  result  in  a 
total  United  States  potato  crop  slightly  smaller  than  the  589  million  bushels 
indicated  for  1940.    The  prospect  also  is  for  improvement  in  the  consumer 
demand  for  ootatoes  in  1941  over  1940, 

A  slight  increase  in  plantings  of  sweetpotatoes  is  in  prospect  for  1941i 
The  acreage  was  reduced  about  8  percent  in  1940,  and  this  reduction  together 
with  a  slightly  lower  yield  per  acre,  resulted  in  the  smallest  crop  since 
1936.    Ordinarily  the  swootpotato  acreage  in  the  south  varies  inversely  vdth 
the  price  of  cotton  of  the  previous  season,  and  in  the  commercial  ai'eas  , 
directly  mth  the  price  of  sweetpotatoes  of  the  previous  season.     In  1941  it  1 
is  probable  that  the  acreage  in  the  south  will  bo  little  different  from  that  ^ 
planted  in  1940,  but  in  the  commorcial  areas  it  proba.bly  vrill  bo  increased 
slightly  because  of  the  higher  level  of  prices  prevailing  in  the  current 
soa.son« 
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TOBACCO 

Tho  tobacco  situation  continuos  to  bo  grooxly  influoncod  by  the  loss  of 
contin3nt?,l  Du.ropoan  narlcots  erid  the-  Ioyt  lovcl  cf  British  imports,  honoxport 
typos  aro  in  c?^  stronger  position  than  tho  export,  production  being  moro  closo- 
ly  in  lino  with  prospoctivo  disappearance.    The  market  situation  of  flue- 
cured  tobacco  has  boon  improved  by  the  inposition  of  marketing  quotas  result- 
ing in  smoller  production^  and  by  Commodity  Credit  Corporation  purchases  for 
British  account »    Since  domestic  dem-and  continues  to  be  fairly  strong  for 
most  types,  the  s.vorago  price  for  all  typos  com.bined  will  be  som.eT:hat  higher 
for  the  1940  crop  than  tlio  1939  average  of  15,4  cents. 

During  1941  tho  seme  trends  Y^ill  bo  in  evidence,  that  is,  continued 
increases  in  domestic  use  ond  probable  further  declines  in  exports,  Yyith 
Government  prograir.s  continued  caid  an  imxprcved  stock  situation  for  som.e  typos, 
prices  next  yoex  should  shoY/  further  smiall  increases,  barring  the  closing  of 
some  of  the  limited  export  outlets  still  availsblc. 
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Following  are  the  complete  19^1  outlook  reports  of 
the  Bureau  of  .Agricultural  Economics  for  Domestic 
Demand,  Export  Demand,  Wholesale  Prices,  and  Earm 
Prices  and.  Income.     Condensed  versions  of  these  re- 
ports, together  with  the  I9U1  Commodity  Outlooks, 
are  contained  in  the  October  issue  of  The  Agricul- 
t-u-ral  Situation,  published  oy  this  Bureau. 

DOI^STIC  DEIvI^il^ID 


The  domestic  consumer  dem.and  for  farm  products  in  the  United  States 
is  expected  to  he  considerahly  better  in  I9U1  than  the  average  for  I9U0. 
Industrial  activity  should  he  materially  increased,  influenced  by  the  en- 
larged defense  progra.m  and  increa.sed  exioorts  of  industrial  prodiicts,  General 
employment  and  consumers*  incomo  will  feel  the  gradual  cumulo^tive  effects  of 
the  improvement  in  business  conditions  wriich  has  occurred  during  the  past  2 
years.    The  improved  consi;jncr  demiand  will  affect  particularly  those  -oroducts 
Y^hich  are  sold  almost  entirely  in  domestic  markets,  including  m.eats,  dairy 
and  poultry  products,  come  fruits,  and  vegetables. 

This  analysis  is  based  on  the  defense  -orogram  as  no?/  r-rojected,  ajid 
upon  the  assiomrption  that  the  European  war  will  continue.    If  the  international 
situation  pis  it  involves  the  United  States  should  become  mnach  more  acute, 
military  exDenditures  in  I9U1  might  be  much  greater,  industrial  activity 
would  experience  a  greater  increase,  ^^rice  changes  might  be  greater,  and  the 
effects  on  farm-ers  of  these  conditions  would  bo  greater  and  somewhat  dif- 
ferent than  indicated  herein.    A  more  remote  possibility  is  tha.t  settlem.ent 
of  some  of  the  world's  present  difficulties  would  bring  a  lot-dov/n  in  tension 
and  decelerate  the  industria.l  ma.chine. 

Defense  program  a  ma,jor  factor 

The  enlarged  progrtim  for  national  defense  will  be  a  mjaor  factor  in 
the  expected  improvemient  of  business  conditions  in  IQ^-l.    The  increase  in 
military  expenditures  in  I9U1  over  I9U0  probably  will  be  about  5  billion 
dollars.    At  least  two-thirds  of  tota.1  defense  expenditures  will  be  for 
heavy  military  and  naval  equipmient  such  as  guns,  ships,  tanks,  shells  and 
airplanes;   the  remainder  will  go  for  light  equiiDment  and  upkeeiD  of  the  en- 
larged Arm-y  and  naval  forces.     In  a.ddition  to  these  increased  defense  ex- 
penditures by  the  G-overnm.ent ,  priva.te  industry  will  spend  considerably  more 
than  in  19^10  for  additions  to  plant  and  equipment  necessary  for  filling 
defense  orders. 

Partly  offsetting  the  effects  on  bu.siness  a.ctivity  of  these  increased 
defense  expenditures,  however,  may  be  decreases  in  some  other  categories  of 
Covernment  sTDonding,  and  increased  tajc  collections.  The  defense  spending,  ' 
however,  probably  will  have  greater  indirect  effects  upon  industrial  activity] 
and  private  em-plojuient  than  vrauld  sim.ilar  exoendit-iji-es  for  other  iDurposes 
which  may  be  reduced,  and  not  all  of  the  increased  tax  collections  will 
represent  an  actua.l  deduction  from  Tiriva.te  spending. 
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The  developr-eiit  of  the  defens'^  TDrogreir;  al-^o  is  having  a  very  stimu- 
lating effect  upon  generr.l  business  centiTiont,  and  indirectl:/  uiDon  lines 
of  industrial  activity  ni. t  diroctl;^  "benefited  "by  defense  ex-penditures . 
Business  men  are  a:i.ticipating  several  years  of  gerera.lly  favgrra-hle  "business 
conditions  and  possibly  rising  prices,  which  nry  cause  ther:  to  he  less  appre- 
hensive over  their  inventory  positi:^ns  and  lAore  inclined  to  toJke  risks  iii 
developing  nei?  or  expanding  old  enterprises.    Suyer?  of  duraole  consumers* 
goods  such  as  houses  and  aatoniohiles  ma;;.''  he  similarly  a,ffected.     In  fact, 
these  indirect  effects  of  the  defense  prcgrrijn  in  its  early  stages  are  likely 
to  be  as  great  in  affecting  the  general  level  of  industrial  production  as 
are  the  actual  expenditures. 

A  part  of  the  stimulating  effects  of  the  defense  program,  ho'^^ever, 
will  he  merely  an  offset  to  unfavorahle  developmiont s  v.'hich  otherwise  might 
ha,ve  occurred  in  the  business  situation,  and  to  this  extent  will  not  repre- 
sent a  net  increase  in  industrial  activity  over  the  average  level  prevailing 
in  I94O,     Inventories  of  many  industrial  products  are  at  a  high  level,  partly 
hecause  following  the  outhroak  of  vrar  in  EuroT)e,  end  later  when  our  defense 
Torogran  wa^s  inaugij^^ated,  msjiy  business  men  lolaced  large  orders  for  future 
needs  in  anticipation  of  aossible  higher  prices  and  difficulties  in  obtain- 
ing deliveries.    Automobile  production  has  been  auite  high  for  sor:e  timie  .and 
had  it  not  been  for  the  stimulating  influence  of  the  defense  -orogram  might 
ha.ve  fallen  off  sometlmie  in  I9U1.    Textile  loroduction  also  has  been  high 
for  an  extended  period,  and  in  ohe  absence  of  defense  renuirements  might  have 
declined  in  I9U1,     Steel  output  would  have  been  quite  large  in  I9U0  even 
without  defense  orders,  an.d  it  is  doubtfijl  that  in  the  absence  of  a  defense 
program  it  would  h,ave  been  a-s  great  in  19^1.    Nonresidential  building  con- 
struction, also,  night  not  have  been  as  great  in  I9U1  as  in  19^0,  very 
a.ctive  residential  building  in  a.  num.ber  of  large  industriail  centers  in  re- 
cent years  r-ight  have  declined  sufficiently  to  more  thaji  offset  the  gradual 
spread  of  such  construction  to  sr.o-ller  commijuiities  ajid  other  sections  of 
the  coijntry.    The  effect  of  the  defense  arogrami,  therefore,  will  be  pa.rtly 
taJcen  up  in  offsetting  the  effects  of  some  unfavorable  conditions  which 
otherwise  rdght  have  resulted  in  a  different  course  of  industrial  activity 
in  1941  than  tha.t  which  is  now  in  -i^rospect, 

Exports  of  inc^us trial  products  up 

Following  the  outbreal-r  of  the  European  wa.r  in  September  I939  exports 
of  industrial  products  rose  sharply.     The  value  of  exDcrts  increased  about 
36  percent  from  September  to  December  1939;  and  they  rose  from  7.3  percent 
of  industrial  production  in  the  United  States  in  Septem.ber  I939  to  9.2  per- 
cent in  December.    Following  the  German  invasions  in  I.Iay  a  number  of  im- 
portant continental  Sm-opeaJi  ex~oort  outlets  for  United  States  industrial 
products  were  cut  off,  but  the  effects  of  this  on  our  experts  were  offset 
by  increased  purcha.ses  by  Great  Britain  (see  chart  on  cover  page).    The  total 
value  of  industriaol  exoorts,  conseauent ly ,  remained  alm.ost  imchanged.  At 
the  present  time,  exoorts  of  iniustrial  products  to  Great  Britain  represent 
about  three  tim.es  as  lan-ge  a  proportion  of  our  total  industrial  exports  than 
before  the  outbreak  of  wa^r  or  before  the  Gerrian  invasions  this  spring.  This 
is  despite  an  increase  since  the  start  of  the  war  in  industrial  exports  to 


South  ^iiiierican.  coixatries  and  sone  other  neutral  nations  -.vhich  have  been 
cut  off  from  their  usual  Sur^pean  nource^  of  s^oic/ply  (see  chart  on  cover 
loage)^ 

If  C-reat  BritaJ.n  contimies  th3  fijcclt  rith  G-crmanyj  e:rports  of  in- 
dustrial products  bo  that  coTint3:'y  may  inciease  sonewhat  further  as  industrial 
plants  in  the  Uni' ted  Stat:-^s  hec^ine  "better  p^-^epared  to  m3et  British  recuire- 
mcnts,  as  Great  Britain  is  pJole  to  expand  its  armaii'.ent  production  ?.nd  con~ 
seouent  requirements  for  raw  and  semifinished  irdustrial  materials,  as 
stock'3  of  such  materials  in  G-reat  Britain  are  used  up,  and.n-s  some  British 
plants  aro  incapa.citated  hy  hcmhin-e:,  with  the  conseoucnt  necessity  of  draw- 
ing to  a.  greater  extent  u-non  the  United  States.    It  is  "believed  that  the 
purchasing  poi^^er  of  G-roa;b  Britain  is  sufficient  to  finance  any  possible 
purchases  'of  industrial  urodacts  from,  the  United  States  during  19^1*  If 
the  war  continues,  exports  oi  industrial  nroc^ucts  to  South  America-  and  other 
parts  of  the  v/orld  also  may  increase  scmev.-hat;  hut  such  . oxuansion  will  he 
definitely  limited  hy  restricted  ■D"'irchausing  power  of  these  co^^n tries,  which 
have  lost  many  of  their  U'-ual  markets  for  ■  the  surolus  agricultural  and  in- 
dustri.al  raw  ria^tcricds  which  thoy  produce.    The  net  result  of  all  of  these 
developments  should  he  a  ii^r'^her  increase  in  exnorts  of  industrial  products 
from  the  United  Stages  if  the  wr^-r  continues  through  19^1 !», 

If,  on  the  other  ha.nd,  G-reat  Britain  should  cease  to  fight,  exports 
of  industria-1  products  alm.ost  ccrtannly  .would  expDrience  a  marked  decline. 
This  is  evident  from  the  fact  tha.t  so  large  a.  pa.rt  of  present  ex'p':^rts  is 
for  military  pur-poses  •    Moreover,  the  -purchasing  -ocwer  of  all  European 
na.tions  which  have  been  fight i-.ig  C^e rm any  Y.ould  be  partly  tied  up  in  one  way 
or  another.    Eventually,  reov'lrement s  of  industria.1  -oroducts  for  rehabilita- 
tion of  Europe  would  be  very  large,  but  GermaJi^'-  no  d^ubt  would  obta^in  a 
large  part  of  this  business,  and  -che  nations  rn  need  wo 'aid  have  continued 
dif f iciiltj'-  in  finding  the  dollar  exchange  neces^an-y  for  -nurcha'^^es  from  the 
United  States.     It  is  doubtful  that  thr  se  difficulties  c-'uld  be  straightened 
out^  in  time  to  effect  a  s'abstantial  recovery  of  on.r  industrial  exuorts  to 
Europe  during  IQ^l.    Even  if  Great  Britadn  ohotild  win  the  wa.r  in  so  short 
a.  tim.e,  the  time  reouired  for  changing  over  from  a  war-  to  a  peace-tim.e 
ba.sis  vrcuid  nrevcnt  early  recever3^  nf  our  indus'tria.l  exports,  to  that  coim- 
try,  fallov.ung  the  cancellation  ^f  war  orders. 

It  is  roughly  estim.a.tcd  tha.t  the  loss  of  present  exports  to  Europe 
mdght  result  direcoly  in  a.  r..:  duet  ion  ■-•i  industrial  "oroduction  in  this  country 
below  what  it  otherwise  would  bo  of  a.bout  5  uercent.     (In  no  event  is  it 
likely  that  expiorts  to  Eiu'^ope  would  be  entirely  elimina  uod,;  but  on  the  other 
hand,  exports  of  industrial  -'. roducts  to  South  Ar.erica  and  other  countries 
which  could  renew  nurchrses  in  Europe  if  the  wan-  ended  m.ight  be  reduced  by 
an  ajno-iant  equal  to  the  Quantity  of  -oroducts  we  could  continue  exporting  to 
Europe),     Thas,  the  direct  effects  of  the  loss  of  the  Enropean  miarket  worJd 
not  be  sufficient  to  offset  the  stimula.ting  effects  on  industrial  production 
in  I9H1  of  the  national  defen^^e  urogram:.    The  indirect  effects,  however, 
m.ight  be  much  greater,  rl3-oending  u-non  the  way  in  which  business  men  amd 
cons-ujiicrs  a.llowed  their  uurcha.sing  and-  investment  -oolicios  to  be  altered  by 


-  21  - 


such  a  development.    It  is  possible  that  the  sudden  termination  of  the  '\yaT 
would  cause  some  "business  men  to  liquidate  inventories,  cancel  orders  pre- 
viously placed  for  industrial  products  such  as  steel,  and  postpone  plans 
for  plant  expansion  or  the  financing  of  new  industrial  enterprises. 

Steel  output  to  increa.se  further 

During  19--I-0  the  steel  industry  operated  on  the  average  at  more  than 
SO  percent  of  capacity,  which  has  "been  substantially  enlarged  in  recent 
years,  miaking  the  total  outrnt  of  iron  and  steel  slightly  larger  than  in 
1929 •    It  now  seems  probable  that  the  requirements  for  defense,  exioorts 
and  ordina.ry  commercia.l  uses  in  19^1  will  necessitate  average  operations 
at  90  percent  or  more  of  capacity.    There  will  probably  be  some  increase 
in  steel  rjroducing  capacity  during  I9U1.     Such  a  volume  of  outiDut  would 
be  by  far  the  greatest  ever  attained  in  this  country,  and  as  a  percentage 
of  prevailing  ca.pacity  \70uld  just  about  equal  the  record  sot  in  191o>  19^7 
and  1929. 

The  steel  needs  of  all  major  conclimers,  except  perha-ps  aoutomobiles, 
a.re  expected  to  increase ••    Except  for  automobiles,  the  construction  industry 
is  the  most  imioortant  source  of  demand  for  steel.    Defense  requirements  will 
necessitate  a  considera.ble  exoansion  of  factory  constraction  activity,  a 
tyDQ  in  which  steel  plays  an  irporta.nt  pa^rt .    The  railroa.ds  cor^e  third 
among  the  domestic  consumers  of  steel:     their  traffic  is  expanding  (car 
loa-dings  were  up  about  10  percent  in  the  first  9  months  of  19^0  comr)ared 
with  1939) »  ^^^^  ^''^'^^  demand  for  new  rolling  stock  should  hold  up  well  in 
I9U1  despite  sizeable  rehabilitation  -nrograjns  •ujidertalcen  in  the  fall  of 
1939. 

Among  the  other  im-oortaait  users  of  steel  which  are  expected  to  in- 
crease their  takings  in  19--'-l  are  manufacturers  of  machinery  a.nd  ship-build- 
ing ya.rds.     The  latter  proba-bly  will  use  5^  percent  more  steel  than  in 
19^-^0.    Direct  requirements  for  defense  other  tha-n  ship  building  villi  be 
considerable  in  19^1j  since  many  of  the  defense  item.s,  such  as  tanks, 
shells  and  torpedo s,  are  la^rgely  steel,  and  numerous  others  are  in  part 
ma.de  of  steel. 

Exports  of  steel,  like  those  of  many  other  industrial  products, 
rose  sharply  follo'jing  the  outbreak  of  war.    Sut  following  the  German  in- 
vasion, steel  exports  again  rose,  and  in  Aiigu.st  were  about  22  percent  of 
total  steel  output,  compared  with  I3  percent  in  Ma.y  and  6  percent  in  Augu.st 
1939 •        much  larger  pr-oportion  of  present  steel  e^coorts  are  gotng  to  Great 
Britain  than  a  year  earlier  or  even  in  April  of  I9U0.     If  the  war  continues, 
steel  exports  may  be  increa-sed  somewhat  even  over  the  present  high  rate. 

Eor  more  than  6  m-onths  steel  consumption  has  been  running  behind 
prodiiction  for  domestic  use,  but  mill  order  backlogs  have  not  been  reduced 
ajid  the  outlook  for  a  grovdng  domestic  demand  for  steel  for  norm.al  use  and 
for  c^rmaments  suggests  that  operations  may  be  maintained  at  near-capacity 
rates  indefinitely  unless  export  markets  are  disrupted  by  the  end  of  the 
present  war  in  Europe. 
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Machinery  production  at  all -time  high 

By  the  end  of  this  year  machinery  output  is  expected  to  approximate  thej 
all-time  high  reached  in  1929,  and  the  average  for  1940  also  may  "be  about  as 
high  as  in  1929 ♦    In  1941  production  probably  vdll  tojc  the  facilities  of  the 
industry. 

Utility  and  industrial  demand  for  heavy  electrical  equipm.ent  already  is 
very  large  even  before  the  defense  program  has  gained  momentum.     Orders  for 
electrical  eqLiipm.ent  recentl^r  have  been  of  record  volum.e.    YJith  additional 
large  orders  to  result  from  defense  requirements  and  the  general  high  level  of 
industrial  activity,  machinery  production  in  1941  should  show  a  sizeable  gain 
over  1940. 

Building  construction  stimulated  by 
defense  program 


In  1940  residential  construction  has  been  at  a  high  level,  but  non- 
residential building  end  construction  v^ras  lovrer  than  a  year  ago  during  the 
first  part  of  the  year  and  had  a  declining  trend.     Defense  requirements,  how- 
ever, vdll  necessitate  a  considerable  increase  in  heavy  construction  in  1941, 
and  a  relatively  high  level  of  consumer  purchasing  power  and  business  activity 
should  at  least  mxaintain  residential  construction  around  recent  high  levels 
unless  building  costs  rise  too  rapidly.  ^ 

The  addition  of  about  a  million  men  to  the  military  forces  will  call 
for  the  construction  of  many  barracks,  which  will  contribute  to  the  demand  for 
lumber  and  miscellaneous  building  materials.    A  noticeable  increase  in  con- 
struction of  plant  facilities  already  is  tahir^'  place  in  order  to  produce  the 
greatly  enlarged  requirements  for  airplanes,  tanks,  ammunition,  chemicals  and 
other  defense  items.    F\arthermore,   steps  m.ay  be  taken  to  strengthen  highway  , 
bridges  and  relieve  traffic  bottlenecks  as  a  supplement  to  the  defense  programi'' 
These  developments  probably  vrill  result  in  a  material  increase  in  the  output 
of  cement,  brick  and  steel. 

Fuel  production  may  continue  high 

Fuels  have  a  relatively  heavy  weight  in  the  ne\'r  Federal  Reserve  index 
of  industrial  production,  and  also  production  usually  fluctuates  considerably 
from  year  to  year.    The  outlook  for  1941  is  for  an.  increase  in  domestic  demand, 
but  some  further  loss  in  exports,  particularly  of  petroleum  products.  Con- 
seqi^.ently,  production  of  petroleum  in  1941  may  deviate  little  from  th.at  in 
1940*    Bituminous  coal  production  has  been  very  large  for  about  a  yeer,  in 
part  due  to  stocking  up  in  anticipation  of  the  setting  of  minimum  prices  by 
the  Bituminous  Coal  Comjnission  as  of  October  1.,  1940,  which  will  affect  output 
during  the  vdnter  ahead.    Hence,  even  though  there  is  ordinarily  a  very  close  | 
relation  betvreen  changes  in  fuel  production  and  in  general  industrial  condi- 
tions, no  large  change  in  the  output  of  fuels  in  1941  compared  v/ith  1940  now  | 
seem.s  probable. 

Autom-obile  production  sustained  at  high  level 

Present  indications  are  that  the  1940  dom.estic  output  of  autom.obilos 
and  trucks  vdll  be  close  to  4-l/2  million,  a  substantial  increase  compared 
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with  the  3«6  million  produced  in  1939  and  the  average  production  of  recent 
years.     Cutput  of  both  1939  and  1940  models  was  high,  and  the  production  of 
194-1  models;  dui'ing  the  remainder  of  1940  no  doubt  vdll  be  large.     In  the 
ordinary  course  of  events,  some  tapering  off  in  automobile  output,  after  al- 
lowing for  seasonal  variation,  m.ight  be  expected  beginning  sometime  in  1941 1 
With  the  exception  of  1938,  when  the  depression  cut  auto  sales,  output  has 
been  high  during  the  past  6  years,  and  a  one  or  two  year  letdov^.  would  not 
have  been  surprising.    Receiit  increases  in  prices  and  the  loss  of  continental 
European  export  markets  also  are  unfavorable  influences.    The  early  sbart  of 
the  1941  model  season,  also,  vfill  throw  more  of  the  1941  model  production 
into  the  1940  calendar  yeai-  than  would  ordinarily  be  the  case. 

Partly  or  wholly  offsetting  these  unfavorable  influences  v/ill  be  the 
prospective  increases  in  consumer  purchasing  power  resulting  from  the  defense 
program,  and  the  expected  im.provement  in  general  business  actiiTit^?- ,     in  addi- 
tion,  there  mil  be  substantial  military/-  orders  for  m^otor  vehicles.  Taking 
into  account  all  of  these  circumstances,  it  see::is  reasonable  to  expect  that 
automobile  production  in  1941  vail  not  be  greatl^r  different  than  in  1940. 

Textile  output  continues  high 

Cotton  consumption  in  1940  apparently  mil  establish  a  nev/  high  calen- 
dar year  record  of  about  7.75  million  bales.    Consumption  in  1939  (7.4  million 
bales)  also  Y/as  high.    These  high  operating  rates  reflect  recovery  from  the 
1938  depression,  relatively  lov/  prices  of  cotton,  increased  exports  of  cotton 
goods  due  to  export  subsidies  and  to  dotting  off  of  continental  European 
sources  of  supply  by  the  war,  and  the  general  improvement  in  business  activity 
and  consumer  purchasing  power.     In  the  early  part  of  1940  large  inventories 
of  cotton  goods  had  been  accumulated  by  the  mills,  but  the  situation  in  other 
channels  of  trade  was  not  alarming.    Since  then,  mill  inventories  have  been 
reduced  sharply  and  prices  have  strengthened.    The  continued  excellent ^con- 
sumer dem.and  an-d  further  large  Governm.ent  purchases  of  cotton  goods  for  de- 
fense purposes  mil  tend  to  su.stain  cotton  mill  activity  in  1941  around  or 
perhaps  even  above  tlie  present  high  level. 

Woolen  textile  production  in  1940  probabl^r  mil  fall  short  of  the  1939 
total  despite  large  Army  orders  to  be  filled  during  the  last  half  of  the 
year  and  which  may  araount  to  as  lauch  as  one-fourth  of  a  normal  year's  do- 
mestic consumption.     Production  for  civilian  consumers,  therefore,  is  doivn 
sharply  in  1940,  T-hich  augurs  vfell  for  increased  output  for  such  uses  in  1941. 
If,  in  addition,  new  military  orders  are  placed  to  be  filled  in  1941,  total 
output  in  that  yoar  may  be  substantially  higher  than  in  1940. 

Rayon  deliveries  have  been  running  nesr  plant  capacity  for  some  time, 
mth  output  in  1940  probably  exceeding  the  record  production  in  1939.  Fluc- 
tuations in  rayon  production  seem  to  be  more  independent  of  changes  in  the 
general  business  situation  than  in  some  other  lines,  and  retail  sales  recently 
have  been  someY^rhat  irregular,  but  in  view  of  the  steep  upv/ard  long-time  trend 
in  production  and  recent  increases  in  the  capacity  of  some  plants  producing 
favored  types  of  rayon,  the  total  output  in  1941  may  hold  around  the  1940 
level.    Silk  deliveries,  vjhich  in  1940  have  been  the  smallest  in  20  years,  may 
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shoiv  some  recovery  in  1941  in  response  to  the  improved  consumer  purchasing 
poY/er,  despite  other  unfavorahle  factors  in  the  situation  for  this  industry, 

■  ■         If  these  indications  prove  correct,  textile  activity  as  awhole  in 
1941  will  experience  a  modest  increase. 

Other  industries  contribute  to  favorable  outlook 


There  are  a  number  of  other  industries  which  in  the  aggregate  con- 
tribute importantly  to  the  total  volume  of  industrial  production.  Principal 
among  these  industries  are  manufactured  food  products,  tobacco  products,  air- 
planes, chemdcals,  metals,  leather  products,  rubber  products,  household 
equipm.ent  and  printing  end  publishing.    Individually,  hoTrever,  these  indus- 
tries either  fluctuate  relatively  little  from  year  to  yesr  or  have  only  a 
small  weight  in  any  m.easure  of  industrial  output.    For  example,  manufactured 
food  products  have  a  v;eight  of  about  11  percent  in  the  new  Federal  Reserve 
index  of  industrial  activity,  but  output  fluctuates  so  little  from  year  to 
year  that  the  net  effect  on  the  index  as  a  \4iole  usually  is  negligible. 
Airplane  production,  on  the  other  hand,  fluctuates  greatly,  yet  has  a  very 
small  weight  in  the  Federal  Reserve  index.    Hence,  changes  in  the  output  of 
these  two  ty;:es  of  products,  one  important  but  sluggish  and  the  other  highly 
volitile  but  nov^r  relatively  unim.port ant ,  do  not  have  much  part  in  the  indus- 
trial outlook  for  1941,    Over  a  longer  period,  the  marked  upward  trend  in 
some  of  the  presently  small  defense  industries  rdll  have  a  greater  effect  on  i 
total  industrial  activity,  '  ■  .  \ 

In  general,  fluctuations  in  the  more  important  of  these  miscellaneous 
industries  tend  to  f o11o\t  rather  than  to  initiate  fluctuations  in  industrial 
activity  as  a  whole.    Hence,  in  view  of  the  general  outlook  y.hich  has  been 
discussed,  it  seems  probable  that  there  mil  be  a  modest  increase  in  the  out- 
put of  such  miscellaneous  comm.odities  in  1941  compared  mth  1940, 

» 

Emplo"\nnent  and  consumer  incom.es  to  imr^rove  further 

Usually  there  is  som.e  lag  betvreen  changes  in  industrial  production  and 
in  general  emplo^.Tnent  and  consumer 'purchasing  power.    Changes  in  manufacturing 
employment  are  not  proportional  to  changes  in  output  becsxise  of  the  overhead 
organization  necessary?"  reg8.rdl0ss  of  fluctuations  in  production,  and  because 
plant  efficiency  varies  directly  iTith  output,    J-ore  importantly,  changes  in 
industrial  activity,  employment  and  pa^rrolls  lead  to  later  changes  in  mis- 
cellaneous types  of  em.ploT^rment  such  as  service  and  distribution,     FaA/m.ents  on 
capital  utilized  in  industry  also  lag  behind  chsjiges  in  the  voluj^ne  and  per- 
centage of  operations.     The  presence  of  these  lags  means  that  the  substantial 
increase  in  industrial  production  during  1940  will  have  a  cujnu.lative  effect 
into  1941  on  general  emplo^/ment  and  purchasing  pcr;rer. 

Ho  demonstrably  accurate  data  have  been  available  to  indicate  the  ex- 
tent of  unemxPl eminent  in  recent  years.    The  national  Industrial  CorJTerence 
Board  estim.ated  that  in  the  first  8  months  of  1940  the  number  unemployed  was 
between  8  and  9  million.    This  number  mil  be  si^ bst ant i ally  decreased  in  1941 
if  changes  in  industrial  activity  ai^e  a-s  indicated  above,  and  also  as  a  re- 
sult of  the  increase  in  the  armed  forces  of  the  country.    The  latter  either 
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will  take  men  from  the  raxiks  of  tha  unemployed  or  Lvill  cause  many  of  those 
talcen  to  be  replaced  in  private  employment  by  those  not  now  ha""7ing  jobs.  If 
past  relationships  betvreen  industrial  activity  and  nonagri cultural  employ- 
ment continue  in  .1941,  at  least  2  million  add2.tional  persons  -will  be  employee 
in  private  industry  above  the  number  so  employed  on  the  average  in  194-0.  In 
addition,  the  Army,  Favy  and  Msj'ine  Corps,  according  to  present  indications, 
may  on  the  average  maintain  in  1941  a  force  greater  by  ohoxxt  a  million  tibh 
than  in  194C#    Yfith  the  annual  groT-ith  of  about  one-half  million  in  number  of 
employables,  this  Yjould  miean  a  net  reduction  in  the  number  of  unemployed  in 
1941  compared  Tvith  1940  of  about  tT-ro  and  one-half  m-illion. 

Increasing  em.ploinnent  is  fairly  certain  to  be  accompanied  by  seme  in- 
creases in  Yrage  rates  and  in  the  average  number  of  hours  worked  per  em.ployed 
person,    IndustrigJ  pa;^,/rolls  tend  to  advance  more  rapidly  theji  em.ployment 
Yfhen  industrial  activity  is  increasing.    The  incomes  of  many  elements  in  the 
urban  population  are  affected  by  changes  in  the  volum.e  of  business  activity 
and  hy  charjges  in  the  general  level  of  prices  at  Y/hich  these  transactions 
occur.    Since  both  the  volum.e  of  business  and  the  level  of  prices  probably 
mil  be  .higher  in  1941  than  in  1940,  t^-pes  of  nonagricultural  income  other 
than  wages  and  salaries  also  are  expected  to  be  increased.    In  view  of  these 
conditions,  the  total  purchasing  power  of  urban  consumers  of  farm  products 
should  be  x^ery  substantially  higher  in  1941  than  on  the  average  in  1940, 

Bro spective  effects  on  deraand  for  ferm  products 


A  higher  level  of  consumer  purchasing  pcfiver  in  1941  in.ll  bring  a 
general  improvem.ent  in  the  domestic  consumer  demand  for  farm  products.  This 
•will  be  particularly  tru.e  of  meats,  dairy  and  poultry  products,  some  fruits 
and  vegetables.    The  demand  for  this  type  of  corjiiodities  in  local  farm 
markets  also  is  influenced  by  changes  in  marketing  charges  intervening  be- 
tween the  farmer  and  the  consumer.    Since  these  marketing  charges  ordinarily 
are  relatively  inflexible,  a  given  percentage  change  in  consumer  dem.and  and 
retail  prices  for  these  coiimiodities  usually/  is  accompanied  by  a  larger  per- 
centage change  in  demand  and  prices  in  local  farm  markets.    The ' increases  in 
wage  rates  and  other  costs  ^niich  are  in  prospect  for  194-1,  however,  Yrlll  tenc 
to  bring  som.e  increases  in  marketing  costs,  but  probably  not  enough  to  pre- 
vent the  percentage  changes  in  dem.and  and  prices  in  farm  markets  from  ex- 
ceeding those  in  retail  markets. 

The  demand  for  farm  products  I'yiiich  are  exported,  Tdiich  can  be  stored 
from  year  t:o  3/ear,  and  Tjhich  are  traded  on  the  speculative  markets,  mil  re- 
flect not  only  chaaiges  in  consum.er  purchasing  power  and  dem.and  in  tliis  coun- 
try, but  also  changes  in  export  demand  and  dealers'  estim.ates  of  probable 
future  supply  and  dema.nd  conditions.    Moreover,  prices  of  seme  products  of 
this  type,  such  as  wheat  and  cotton,  now  are  being  supported  by  Government 
programs  above  the  levels  which  othorvase  would  have  been  established  by 
supply  and  demand  conditions.     For  these  reasons,  the  dem.and  for  and  prices 
of  such  comm.odities  in  1941  may  be  affected  only  slightly  by  the  indicated 
changes  in  domestic  consumer  dem_and. 
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Export  demand  for  United  States  farm  products  is  likely  to  be  even  i 
worse  in  19^!-1  then  it  ^as  in  I9U0.    In  the  fi^st  place,  continental  Suropean 
markets  which  were  open  to  American  exporters  during  the  early  months  of  15^ 
now  are  almost  entirely  shut  off,  and  will  be  as  long  as  present  hostilities 
continue.    In  the  second  place,  G-reat  Britain  has  increased  import  restrictions 
on  some  commodities  compared  with  those  prevailing  duri^ng  the  first  part  of 
19^.    In  the  third  place,  during  the  first  half  of  19^40  cotton  exports  to 
Great  Britain  and  other  countries  continued  high  as  a  result  of  orders  placed 
in  the  preceding  fall  when  European  stocks  were  low,  importers  were  afraid  of 
later  inability  to  obtain  shipping  space,  and  the  United  States  wa^  paying 
a  subsidy  on  exports;  in  contrast,  cotton  exports  in  19^1  ajre  expected  to  be 
very  small. 

World  supplies  of  v/heat  continue  large,  and  Great  Britain  can  obtain 
all  of  her  needed  supplies  from  the  Dominions.    War  restrictions  on  imports 
by  the  United  Kingdom  of  fruits,  pork  and  lard  and  miscellaneous  products  ^| 
will  continue,  and  may  be  even  more  severe  in  19^1  than  in  19^40.     Exports  of 
soybeans  and  feedstuff s  to  Denmark,  the  Netherlands  and  other  countries  will  be 
greatly  reduced.    Exports  of  a  few  products,  possibly  including  tobacco  and 
dairy  products,  may  be  somewhat  larger  in  19^1  than  in  19^0,  but  this  is  not 
at  all  likely  to  offset  the  losses  applying  to  other  commodities. 

If  the  present  war  in  Europe  should  be  terminated,  it  is  possible  j^^ 
that  the  export  situation  would  prove  to  be  more  favorable  than  has  been 
indicated.    There  would  be  deficits  of  agricultural  products  in  numerous  areas 
of  Europe,  which  would  turn  iiffinediately  to  the  Western  world  for  supplies. 
The  purchasing  power  of  the  affected  countries,  however,  would  be  greatly 
reduced,  and  resort  might  be  had  to  barter  arrangements  to  obtain  the  needed 
supplies.     South  America  and  other  surplus-producing  nations,  which  have 
experienced  sharp  curtailment  in  their  regular  markets,  no  doubt  would  bid 
eagerly  for  any  such  new  business,  and  any  considerable  share  obtained  by 
the  United  States  might  have  to  be  at  the  expense  of  additional  export  sub- 
sidies.   Even  if  Great  Britain  were  not  defeated,  the  costs  of  rehabilitation 
will  be  so  great  as  to  make  probable  a  continuation  of  limitations  on  imports 
of  many  items,  and  of  efforts  to  obtain  needed  supplies  from  Empire  sources. 


WHOLESALE  PRICES 

The  general  level  of  wholesale  prices  in  the  United  States  is  expected 
to  average  materially  higher  in  19^-1  than  in  19^.    The  forces  affecting 
prices  will  be  conflicting  to  an  unusual  extent ,  with  the  defense  program 
and  general  business  improvement  favoring  higher  prices,  but  the  foreign 
situation  in  general  constituting  a  depressing  influence.     The  general 
level  of  prices  has  been  unusually  stable  in  19^40,  and  the  fluctuations 
during  the  past  3  years  have  been  much  smaller  than  in  any  similar  period 
since  the  late  1920's. 

Forces  tending  to  raise  the  price  level 


il 


The  national  defense  program  will  have  a  strengthening  effect  on  the 
general  price  structure,  both  agricultural  and  nonagri cultural . 
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The  higher  Ip.vel  of  consumer  purchasing  power  which  defense  expenditures 
are  expedited  to  generate,  and  the  resulting  increased  consumer  demand,  will 
exert  an  upv/ard  pressure  on  prices  of  meats,  dairy  and  poultry  products,  and 
some  frijiits  and  vegetables.    These  products  are  not  directly  and  materially 
affected  by  the  unfavorable  export  situation,  and  their  production  does  not 
respond  quickly  to  changes  in  demand.     The  principal  effect  of  the  higher 
level  of  business  activity  and  consumer  incomes,  therefore,  ^ill  be  to  raise 
prices  of  these  commodities  rather  than  to  increase  consumption. 

The  demand  for  nonagri cultural  consumers'  goods  also  will  be  increased. 
Usually,  however,  improved  demand  for  these  products  is  reflected  more  in 
increased  output  than  in  higher  prices,  unless  costs  increase  at  the  same 
time  or  the  quantities  taken  by  consumers  approach  the  limits  of  plant 
capacity.    One  reason  prices  tend  to  rise  rapidly  in  a  country  which  is  actual- 
ly at  war  is  that  consumer  purchasing  power  incres^ses  rapidly  at  the  same  time 
that  the  output  of  consumers'  goods  is  limited  by  the  use  of  a  large  part  of 
productive  capacity  to  make  war  equipment.    It  is  not  expected  that  the  present 
defense  program  will  place  such  a  strain  upon  manufacturing  capacity  in  19^1 
as  to  prevent  expansion  in  output  of  those  kinds  of  consumers '  goods  experienc- 
ing improvement  in  demand.     It  has  been  found  to  be  just  about  as  practice^ble 
in  many  cases  to  build  new  plants  for  the  manufacture  of  war  equipment  as  to 
use  existing  plants  which  are  now  devoted  to  the  production  of  consumers' 
goods  such  as  automobiles.    Large  increases  in  prices  of  manufactured  con- 
sumers' goods,  therefore,  are  less  likely  to  result  from  direct  limitations 
on  output  as  from  increases  in  costs  of  raw  materials  and  labor.     The  latter 
will  be  responsible  for  price  increases  in  some  lines  of  nonagri cultural 
consumers'  goods  in  I9U1. 

The  defence  program  -.vill  greatly  increase  the  demand  for  certain  raw 
materials  end  semifinished  products,  and  for  skilled  and  semiskilled  labor. 
Sharp  advances  in  prices  of  these  products,  eiid  of  wage  rates,  might  lead  to 
an  ascendir^  spiral  of  higher  costs,  increased  prices,  rising  costs  of  living, 
demands  for  further  increases  in  wages,  and  so  on.     Ones  under  way,  such  a 
movement  may  be  able  to  carry  along  with  it  other  prices  which  would  not  be 
directly  affected  by  the  developments  leading  to  the  inflationary  spiral. 
Cotton  prices,  for  example,  rose  during  the  l^orld  War  despite  restricted 
foreign  outlets.    A  spiral  increase  in  costs  and  prices  of  this  nature  might 
occur  if  defense  requirements  should  greatly  tax  the  capacity  of  production 
facilities  in  key  industries  s^uch  as  steel,  or  lead  to  competitive  bidding 
by  industrial  plants  for  a  limited  s^apply  01  labor  having  the  necessary  skills. 

At  the  present  time  it  appears  that  productive  capacity  for  coal, 
copper,  oil,  and  many  other  types  of  raw  materials  of  which  shortages  have 
existed  in  some  previous  emergencies  Yidll  be  ample  for  requirements  of  the 
present  program  in  19^1.    If  any  serious  bottlenecks  occur,  they  are  most 
likely  to  be  in  the  production  of  metals.     The  ©aropeen  war  has  curtailed 
markets  for  most  raw  materials  produced  in  foreign  coujitries,  such  as  rubber, 
and  in  the  absence  of  further  ur-favorable  foreign  developments  there  should  be 
no  lack  of  adequate  supplies  of  these  commodities.    Although  shortages  of 
certain  types  of  skilled  labor  already  have  developed,  the  vast  reservoir 
of  unemployed  labor  can  be  drawn  on  to  fill  many  old  as  well  as  new  jobs  re- 
quiring little  skill,  making  available  for  more  exacting  tasks  those  who  have 
been  temporarily  onga^ed  in  work  below  their  usual  occupational  level. 


Tlie  partial  linaricing  of  lefense  expenAitiJj?es  in  19-^1  "by  jorrowing 
will  ca-nse  their  Diisiness  stimulating  effects  to  oe  greater  than  if  the;  were 
financed  entirely  "by  taxes  on  consnnrption^    Likerrise,  private  DorroTrLng  for  i 
industrial  eiLpansicn  necessar?"  for  the  production  of  mi?.itary  eqiiipnent  already  ' 
has  shoTTn  some  increase,  and  tjiII  add  to  the  anoimt  of  coinnercial  hank  credit 
outstanding.    But  the  extent  to  which  this  r^av  contrihute  to  a  rise  in  prices 
vrill  depend  largely  upon  industria.l  developments  of  a  nonmonetary.'-  character 
s^J-ch  3.S  h.a.ve  he  en  discussed  ahove. 

Forces  t ending  to  loYTer,  or  to_  limit 
increases  in  the  -price  1  evel 

Hie  SJ-ropean  Trar  has  had  mixed  effects  upon  the  general  commodity  price 
level  in  the  United  States.    Loss  of  continental  European  markets  ha.s  ad.ditionr- 
ally  curtailed  exoort  outlets  for  -farm  products,  vrhich  already  were  greatly 
depleted  hy  import  restrictions  arising  out  of  the  vrar.    Although  incroased 
demand  from  C-ros.t  Britain  has  P-ore  than  offset  the  loss  of  continental  markets 
for  industrial  products,  the  net  influence  is  not  in  favor  of  higher  commodity 
prices  within  the  United  States.    Prices  of  many  internationally  tra.ded  raw  . 
materials  are  adversely/  affected  cy  the  interiTiption  of  normal  vTcrld  trade» 
Competition  from  other  surplus—producing  nations  for  the  limited  miarkets  is 
likely  to  continue  very  severe.     If  the  B^iropesn  war  should  he  terminated  before 
the  end  of  1941,  the  lack  of  purchasing  power  on  the  part  of  cotmt ri e s  which 
have  heen  involved,  together  frith  other  U-ifavorahle  conditions,  indicates  thri,t 
the  United  States  is  not  likely  to  recover  soon  any  large  part  of  its  foreign 
trade  lost  in  recent  years.     C'hese  conditions  will  tend  to  hold  down  United 
States  prices  of  najiy.^  commodities  which  enter  into  international  trade  and  are 
affected  hy  world  conditions. 

-Another  influence  tending  to  hold  down  price  adva/nces  in  15^1  is  the 
fa.ct  that  prices  of  several  important  agricultural  commodities  liave  Dean  sup— 
ported  considerahly  ahove  competitive  supply  and  demand  levels  by  the  agricul- 
tural programs.     A  considerahle  increase  in  demand  would  he  necessary  in  order 
to  lift  prices  much  ahove  these  support  levels.    Unlike  the  conditions  pre- 
vailing during  the  World  T7a^,  there  is  no  likelihood  of  any  general  short a.ge 
of  agricultura,l  commodities,  either  in  this  country  or  in  other  parts  of  the 
world  exc(?pt  the  hlockadod  exeunt ries  of  Europe-     Thus,  the  situa-tion  for  a^gri- 
cultural  comjnoditics,  which  make  up  an  important  part  of  the  generad  price 
level,  is  not  favoro.hle  to  any  waxtime  price  inflation* 

S'inn.lly,  the  Federal  ■Government  is  CQmimitted  to  a  policy  of  preventing 
run-a.wayr  commodity/-  prices.     The  recent  ex;':erience  of  Q-rea,t  Britain  shows  tha.t 
even  dra.stic  Governj^ient  controls  may"  not  7:revent  s^hbstajitial  price  increa.ses, 
hut  the  present  attitude  of  the  Govcrnmient  towaj:d  unjustified  price  a.dvajices 
caji  he  made  pa.rtia.llyr  effective,   and  will  contrihute  to  holding  do-vm  increases 
in  the  prices  of  some  commodities  which  otherwise  would  occu-r. 

Summa.r}/' 

The  net  res'uLt  of  these  conflicting  forces  is  likely/  to  he  materiaO. 
price  increases  for  some  industriad  products,  ajid  for  agriculturaol  commodities 
directly  influenced  hy  chajiges  in  consumer  purcha.sing  power  ajid  which  are  not 
now  receiving  material  support  from  the  a^ri cJLlt-aral  programs.     Taking  into 
account  the  -orohahle  price  movements  in  the  different  groups  of  commodities  and 
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their  relative  importa25:<>e ,  the  outlook  is  for  a  significant  but  not 
"inflationary"  increase  in  the  general  level  of  wholesale  prices  of  all 
commodities. 

FARM  PxHICSS  AND  INCOME 

Cash  income  from  farm  marketings  is  expected  to  be  higher  in  IQ^-l 
than  in  19^0,  because  of  prospective  increases  in  prices  of  a  number  of 
farm  products,  but  this  increase  in  cash  income  will  be  partly  offset  by 
higher  production  costs.    The  increase  in  cash  income  from  livestock  and 
livestock  products  is  expected  to  be  more  pronounced  than  the  increase  in 
income  from  crops. 

The  increase  in  prices  received  by  farmers  in  19'-l-l  over  19^40  will 
"he  a  result  of  improvement  in  consumer  incomes  and  demand  for  farm  products, 
and  a  rise  in  the  general  level  of  wholesale  prices.    The  increase  in 
consumer  purchasing  power  will  affect  especially  the  demand  for  those 
commodities  which  are  consumed  almost  entirely  in  domestic  markets,  such 
as  meats,  dairy  and  poultry  products,  some  fruits  and  vegetables.  The 
prices  of  those  commodities  which  are  largely  dependent  on  world  markets, 
or  which  are  being  supported  by  Government  loan  prograjns ,  are  not  likely 
to  he  greatly  different  in  19^1  than  in  I9U0.     Prospective  price  trends 
for  these  different  groups  of  farm  products  indicate  that  the  general 
level  of  farm  prices  in  19^1  will  be  moderately  higher  than  in  19^0,  but 
rxo  pronounced  price  changes  are  in  prospect  unless  v/eather  conditions 
should  result  in  crop  production  next  year  being  much  above  or  below  average. 

The  trend  of  farm  income  is  expected  to  be  similar  to  the  trend 
of  farm  prices,  since  agricultural  production  probably  will  be  about  the 
same  as  or  only  slightly  smaller  than  in  I9U0.    Both  the  production  and 
prices  of  dairy  products  are  expected  to  average  somewhat  higher  in  19^1. 
The  prospective  decline  in  hog  production  will  be  offset  at  least  in  part 
hy  increased  sales  of  other  meat  animals,  ejid  the  favorable  influence  of 
rising  consumer  incomes  upon  the  prices  of  meats  and  livestock  is  expected 
to  continue  through  I9U1.    Present  prospects  are  for  more  nearly  noinal 
supplies  of  poultry  products  in  I9U1,  and  with  increased  consumer  demand 
there  should  "Ue  an  increase  in  farm  income  from  these  products.  Improve- 
ment in  the  income  from  crops  appears  most  likely  for  vegetables  and  for 
''.ertain  fruits  which  are  consumed  largely  in  the  domestic  markets.  Income 
from  grains,  cotton  and  tobacco  will  be  restricted  by  relatively  large 
carry-overs  and  small  export  outlets,  but  will  be  supported  by  the  loan 
programs. 

The  prospective  increase  in  farm  income  in  19^1  will  be  partly 
offset  by  higher  production  costs.     The  general  level  of  prices  of  commodi- 
ties and  services  used  in  farm  production  probably  will  average  higher  in 
19^1  thmi  in  19^,  because  of  increased  deaands  for  materials  and  labor 
arising  fi-oo  the  df^fons?e  jprogror:!  and  the  ix^dicated  Inprovoneiit  in  general  ■ 
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industrial  activity.    Prices  of  farm  machinery,  automobiles  and  building 
materials  probably  irill  be  anong '  'those  higher  in  l^hl  than  in  I9U0.  Recent 
moderate  advaiices  in  prices  of  fertiliser  materials  may  be  reflected  in 
higher  retail  prices  for  fertilizer  used  in  19^1  production.    The  supply 
of  workers  available  for  farm  work  is  expected  to  be  smaller  than  in  19^0 
because  of  the  increase  in  city  em'ployment  opportunities  and  in  the  armed 
forc<=5s  of  the  country,  and  farm  wage  rates  probably  ^all  be  higher  than 
in  19^0.     Despite  these  increases  in  prices  paid  by  farmers,  it  seems 
likely  that  the  ratio  of  prices  received  by  farmers  to  prices  paid  will  be 
higher  in  19^1  than  in  19'-''0 ,  and  that  the  purchasing  pov^^er  represented 
by  farm  income  will  be  somewhat  greater. 
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145 

87 

83 

1931 

75 

63 

78 

68 

67 

88 

107 

130 

87 

124 

70 

58 

1932 

58 

28 

66 

47 

48 

94 

95 

108 

65 

107 

61 

44 

1933 

89 

25 

73 

50 

48 

85 

96 

105 

70 

109 

64 

49 

1934 

75 

32 

86 

64 

61 

66 

109 

117 

90 

123 

73 

58 

1935 

87 

37 

91 

74 

69 

81 

117 

128 

108 

125 

86 

65 

1936 

103 

55 

99 

86 

80 

55 

118 

127 

114 

124 

92 

76 

1937 

113 

59 

109 

102 

94 

65 

1?6 

132 

121 

130 

93 

81 

1938 

88 

64 

90 

78 

73 

75 

115 

122 

95 

122 

78 

7  1 

1939 

108 

72 

97 

91 

83 

65 

113 

119 

93 

121 

77 

72 

1939- 

Jan 

102 

86 

95 

87 

80 

61 

112 

120 

94 

120 

78 

76 

Feb 

101 

73 

94 

86 

79 

66 

112 

119 

92 

120 

77 

73 

Mar 

101 

69 

94 

85 

79 

69 

J12 

118 

91 

120 

76 

72 

Apr 

97 

67 

94 

84 

75 

55 

}  11 

118 

89 

120 

74 

68 

May 

97 

63 

93 

84 

75 

62 

111 

118 

90 

120 

75 

70 

June 

102 

63 

94 

86 

80 

46 

110 

117 

89 

120 

74 

64 

July 

10  4 

67 

95 

87 

80 

51 

110 

118 

89 

120 

74 

63 

Aug 

104 

73 

96 

90 

8? 

63 

109 

117 

88 

119 

74 

66 

Sept 

113 

73 

98 

93 

86 

81 

1/5 

123 

98 

122 

80 

74 

Oct 

121 

76 

101 

100 

91 

82 

J 16 

122 

97 

122 

80 

76 

Nov 

124 

83 

103 

103 

93 

56 

116 

121 

97 

122 

80 

76 

Dec 

126 

86 

105 

104 

93 

75 

116 

119 

96 

122 

79 

79 

mo- 

Jan 

122 

75 

104 

10  2 

93 

105 

116 

119 

99 

122 

81 

79 

Feb 

116 

63 

102 

98 

89 

104 

115 

121 

101 

122 

83 

84 

Mar 

112 

62 

100 

95 

87 

88 

114 

120 

97 

123 

79 

76 

Apr 

111 

64 

99 

95 

86 

61 

115 

120 

98 

123 

80 

82 

May 

114 

64 

99 

95 

87 

47 

114 

121 

98 

123 

80 

80 

June 

121 

74 

100 

98 

89 

44 

113 

123 

95 

123 

77 

70 

July 

121 

85 

101 

100 

91 

47 

113 

122 

95 

122 

78 

71 

Aug  ^ 

122 

92 

10  4 

104 

94 

32 

113 

120 

96 

122 

79 

70 

Sept  9 

124 

114 

122 

97 

122 

80 

Federal  Reserve  Board,   adjusted  for  seasonal  variation      Industrial  production  revised  August  1940 

^Bureau  of  Labor  Statistics,   adjusted  for  seasonal  variation  (employment  adjusted  by  Federal  Reserve  and  payrolls  b; 
Bureau  of  Agricultural  Economics) 

g 

Adjusted  for  seasonal  variation      Includes  factory,   railroad,   and  mining  employees 

4 

Foreign  Agricultural  Relations.    July  1909  June  1914  =  100,   adjusted  for  seasonal  variation 
Bureau  of  Labor  Statistics,    1926  =  100,   converted  to  1910-14  =  100 

Bureau  of  Labor  Statistics,    1935  39  =  100,   converted  to  1913=  100      Revised  series  beginning  1935 
^August  1909-July  1914  =  100 

Adjusted  for  seasonal  variation      Revised  March  1940 
^Preliminary 

Note-  In  comparing  trends  between  industrial  production  and  industrial  workers'  income,  as  indicated  by  the  abov< 
index  numbers,  notice  should  be  taken  of  the  different  base  periods  used,  and  of  the  fact  that  income  of  railwa; 
workers,  as  well  as  incomes  of  mining  and  factory  workers,  is  included  m  the  index  of  industrial  workers'  income, 
whereas  the  industrial  production  index  is  based  on  mining  and  manufacturing  only  Similar  precautions  are  necessar 
in  comparing  trends  between  industrial  production  and  factory  employment  and  payrolls  Another  consideration  of  im 
portance  is  that  the  production  index  is  based  on  volume,  whereas  the  income  indexes  are  affected  by  changes  in  wagi 
rates  as  well  as  by  time  worked      In  comparing  monthly  indexes  it  is  important  to  keep  in  mmd  the  fact  that  there  i; 


I 


